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Provincial Book Depots: 

Madras : — Office of the Superintendent, GoTemment Press, Mount Eoad, Madras. 

Bomrat ; — Office cf the Superintendent of Printing and Stationery, Poona. 

SiKD : ^Library attached to the Office of the Commissioner in Sind, Karachi. 

BenoaIi : — Office of the Bengal Secretariat Book Depot, 'Writers’ Buildings, Eoom No. 1, Grour 
Floor, Calcutta. 

United Provinces or Agra and Oddh : — Office of the Superintendent of Government Pres 
United Provinces of Agra and OudJi, Allahabad. 

PoNJAR Office of the Superintendent, Government Printing, Punjab, Lahore. 

Burma Office of the Superintendent, Government Printing, Burma, Eangoon. 

Central Provinces and Berar : — Office of the Central Provinces Secretariat, Nagpur. 

Assam : — Office of the Superintendent, Assam Secretariat Press. 

Bihar and Orissa Office of the Superintendent, Government Printing, Bihar and Oriss 
P.O. Gulzarbagh, Patna. \ 

CooRG Office of the Chief Commissioner of Coorg, Bangalore. 

North-West Frontier Province Office of the Manager, Government Printing ar 
Stationery, Peshawar. 


G-overnment of India Publications are obtainable 
Government of India Central Publication 
8, Hastings Street, Calcutta, and from the 
Agents : — 

EUROPE. 

OFFICE OF THE HIGH COMSIISSIONEE FOE INDIA, 
i2, GEOSYENOE GAEDENS, LONDON, B.W. 1. 

And at all Booksellers. 

INDIA AND CEYLON. 


Thacker, Spink & Co., Calcutta and Simla. 

W. Newman & Co., Ltd., Calcutta. 

E. Cambray & Co., Calcutta. 

S. K. Lahiri & Co., Calcutta. 

The Indian School Supply Depot, 309, Bow 
Bazar Street, Calcutta, and 226, Nawabpur, 
Dacca. 

Butterworth & Co. (India), Ltd., Calcutta. 

Eai M. C. Sarcar Bahadur & Sons, 90-2A, 
Harrison Eoad, Calcutta. 

The Weldon Library, 17, Park Street, Calcutta. 

Standard Liteiatuie Company, Limited, 
Calcutta. 

Association Press, Calcutta. 

Chukervertty, Chatterjee & Co., Ltd., ,13, 
College Square, Calcutta. 

The Book Company, Calcutta. 

Higginbothams, Ltd., Madias. 

Y. Kalyanarama Ayyar & Co., bladras. 

P. E. Kama Ayyar & Co., Madras. 

Eochouse & Sons, Madras. 

Bright & Co., Trivandrum. 

Y. S. Swaminalhan, Bookseller, West Tower 
Stieet, jMadura. 

Thacker & Co., Ltd., Bombay. 

D. B. Taraporevala, Sons & Co., Bombay. 

Sunder Pandurang, Bombay. 

Earn Chandra Govind & Sons, Kalbadevi, 
Bombay. 

N. M. Tripathi & Co., Booksellers, Princess 
Stieet, Kalbadevi Eoad, Bombay. 

Proprietor, New Kitabkhana, Poona. 

The aianager. Oriental Book Supplying 
Agency, 15, Shukrawar, Poona City. 

E. S. Gondhalekar’s Book Depot, Publisher 
and Bookseller, Budhwar Chawk, Poona City. 

ilanaging Director, Co-operative Bookstall, 
Booksellers and Publishers, Poona City. 

The Standard Bookstall, Karachi, Eawalpindi, 
JIurree, Lahore, Peshawar, and Quetta. 

Kaisandas Narandas & Sons, Surat. 


A. H. Wheeler & Co., Allahabad, Calcutta an 
Bombay. 

N. B. blathur. Superintendent, Nazir Kanu 
Hind Press, Allahabad.' 

The North India Christian Tract and Boo 
Society, 18, Clive Eoad, Allahabad. 

Earn Dayal Agarwala, 181, Katra, Allahabad 
Manager, Newal Kishore Press, Lucknow. 
The Upper India Publishing House, Ltd., i: 

Aminabad Park, Lucknow. 

Munshi Seeta Earn, Managing Proprieto. 

Indian Army Book Depot, Juki, Cawnpon 
Eai Sahib JI. Gulab Singh & Sons, Mufid-: 

Am Press, Lahore and Allahabad. 

Eama Krishna & Sons, Booksellers, Anarkal 
Lahore. 

Puri Brothers, Booksellers and Publisher 
Katcheri Eoad, Lahore. 

The Tilak School Book-shop, Lahore, 
hlanager of the Imperial "Book Depot, 6S 
Chandni Chawk Street, Delhi. 

Oxford Book and Stationery Company, Delhi 
Superintendent, American Baptist Missio: 
Press, Eangoon. 

Proprietor, Eangoon Times Press, Eangoon. 
The Modem Publishing House, Ltd., 30 
Phayre Street, Eangoon. 

The Latemational Buddhist Book DepSt, Pos 
Box No. 971, Eangoon. 

Burma Book Club, Ltd., Eangoon. 

Manager, the “ Hitavada,” Nagpur. 

S. C. Talukdar, Proprietor, Students & Co. 
Cooch Behar. 

Tinies of Ceylon Co., Ltd., Ceylon. 

The hlanager, Ceylon Observer, Colombo. 
The hlanager. The Indian Book Shop 
Benares City. 

B. C. Basak, Esq., Proprietor, Albert Library 
Dacca. 

The _ Srivilliputtur Co-operative Trading 
Union, Ltd., Srivilliputtur. 
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IVTABRAS. 

Prrscnl: 


Sir CnAHiiES Todhttkier, k.c.s.i., i.c.s., President. 

Sir CnAXw I\[AUTAn, g.c.i.e., k.c.s.i., i.o.m., Maharai.acJhiraia 

Baliaclur of Bnrclwan. 

.Sir Pnitc’Y Tiioah'-sox, k.ii.e., c.b. 

Br. B. P. PARAN-Un'E. 

Dr. L. K. TTvrer, m.i,.a. 


Dr. JOHN MATHAI, D.Sc., and Mr. T. K, DHRAISWAMI AYYAR. 
Department of Economics, University of Madras, were examined. 


Written memorandnm of Dr; Mathai and Mr. Duraiswami Ayyar. 

IxcrnExcr- .\xo Taxable Capacity. 

An estimate of the average income per head of po])nlatioJi is of some use 
as a (jcneval indication of taxable capacity. But no conclusion of the practical 
value witii regard to tiio ineidenco of taxation can bo drawn except with 
ruforence lo ilie manner in wliich the national income is distributed among 
recognisable ccononi.c gronp.s. Estimates of average income per head of 
j)ojnilation have little value except as exercise.-, in economic ro.search. 

E->iiniale.s of nation:i! iiieomo based on cxi.sling ofiieial .statistic.s have 
lifllo A'aiuo. The primary data are admittedly unreliable; data relating to 
certain impoilaiiL incomes do not find a place in them and have to be made 
'-'P by gue'.s work. Excejit Avitli regard to tlie income of largo organised in- 
i i.slries, no O'-timaies can safely bo based on existing statistics. 

TJie liest method of estimating the incidence of taxation under present 
conditions is to undertake an intensive economic enquiry in each province 
by dividing the province into distinct economic areas and inve.stigating the 
('conomic rosonrce.s . of a niiniminn nnnibcr of families belonging to typical 
classes in each area. 

In dividing the population into classes, the jn'iniary consideration should 
>0 income, income being ascorlaiiied Avith reTcrence to the payment of in- 
come-tax or land roA'onuc as the case may he. It is important also to con- 
.sider, in determining typical classes, Avlicther people reside in cities or in 
rural areas. 


PinxciPLES op Taxatiox. 

There is only one principle in taxation, namely, equality. Other princi- 
ples arc not iirinciples, hut administrative precepts. The bulk of the Indian 
tax SA’stom violates the principle of equality. This, hoAvever, does not neces- 
sarily condemn the Indian system hecau.so principles in pxdjlic finance have no 
sanctity apart from the circumstances of each country. 


Note . — I'^or the O"0-'!tionnnirc and Anncxnrcs, sec Volume ITT — Evidence, 
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IXC 03 ri>TAX. 

The rates of income-tax on incomes ranging botwoon £1,000 and £10,000 
per annum may be raised by 50 per coni of tlio existing rates in consideration 
of the fact that the richer cla'-ses in India contribute relatively so small a 
proportion of the consumption taxes. Any proposal, Iion-cvor, for an increase 
in the rates of income-tax in India must take into account the following 
considerations : — 

(1) Tlio prevailing high rates of interest on capital, and (2) the exist- 
ence of joint family obligations. 

The limit of e.xeinption may be reduced to lbs. 1,500 ])rovided this docs 
not result in an \induo increase in the cost of administering the tax. 

The distinction between earned and unearned income.s must be applied 
\rith caution in India. The following considerations should be romombored: — 

(1) The taxing of unearned industrial incomes might hinder industrial 
development at the present stage. 

(2) The question of unearned agricultnral incomes does not arise under 
the Income-tax Act. 

(3) The taxing of jjublic securities might raise the cost of loans to 
Govormnout. 

(4) The income on capital lent to agriculturisLs con.si.sts of two parts 
— one, earned, l)oing the remuneration for the risk involved in the business, 
and tlie rest unearned. The former is not a lit ohjoct of enhanced taxation, 
while discrimination against the latter might under present conditions bo 
had policy. 


Iktoxk;.\xts. 

Wo propose a policy of cxjierimcnial local option with regard to country 
spirits. Toddy may ho taxed for rovonuo purpoM's hut not for control. The 
objection io the present excise policy is not that it has led to excessive 
drunkenness, but tlmt it is tending to place too heavy an economic burden on 
llic poorest classes. 


Tobacco. 

A tax on the acreage under tobacco cultivation is liardly to ho recom- 
mended. The cultivation is done in innumcraldc small patches; the yield per 
acre differs- widely; and the attempt to difrcronliatc lictwcon crops would ho 
a novel precedent in land taxe.tion in India. In the only other case whoro 
crop difiorontiation is attempted, namely opium, the clement of social' harm 
is immeasurably greater and the area under production is so .small. 

Slanufacturo may take the form of drying and curing atul the making 
of snuff, cigarettes and cigars. Most of the manufnetni'O is carriod on as 
a home indastry and would he exceedingly diflionlt to regulate for the pur- 
pose of taxation. Sale also would he difficult to control on accotint of the 
facility of illicit transactions in an easily transiioriahlo commodity like 
tobacco. 

The only feasible system appear.s to ho a State monojioly in which tlio 
cultivation would ho in the hands of licensed growers in specified areas, 
who would he' required to hand over the produce to Govornmont, the Go 
ornment maintaining their own curing yards aiul .storehouses. It is douiu.. 
ful, however, if the yield of the tax would justify the organi.sation of such 
a large establishment. 

In any case, it must be rememhored that tobacco is' consumed largely 
by iu(? classes on the bulk of cousuuiptiou taxes now I'cst and tlio tax 

is therefore iiabJo to increase iho inequalities of iho existing taxation. 


Lano Er.vnxuR. 

Land revenue in India partakes of the character of both a tax and a 
rent. The difference between a tax and a rent, from this iioiiit of view, is 
»'ot entirely an academic question ns some antliorities urge. 
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Laud revenue in its present form is an old tax and that is a factor 
ivliich is in its favour. If the proceeds of land revenue were expended more 
largely for the direct advantage of the agriculturist, the sense of burden 
in respect of it uould he perceptibly diminished. The feeling of irritation 
which undoubtedly exists at present with regard to land revenue is largely 
due to the uncertainties of resettlement, and to some extent also to the in- 
equality of the burden as between the large and the small proprietor. With 
i-cgard to the former, it is worth while considering the introduction of a 
system of permanent settlement with provision lor an occasional extra 
levy, whenever necessary. 

We cannot, in view of the present conditions, accept the suggestiens 
which have been made for the conversion of land revenue into a tax on 
agricultural incomes. It would involve too big a change in a taxation 
system sanctioned by long usage. It would also involve considei'ahlo ad- 
ministrative difficulties besides the possibility of a large loss in rev'enue. 

The idea of taxing land on the basis of its capital value does not com- 
mend itself to us. First, it offers hardly any advantages over the existing 
system. Secondly, land valuation will he diflicult to caiTy out and would 
introduce a serious element of uncertaijity into the main industry of the 
counti-y, and thirdly, capital value i.s an unsafe test of taxable capacity. 


C03t3tnR0ML UximUTAKINCiS. 

In the case of a Government commercial undertaking, what rate may 
bo charged by Government for its services or commodities is a question to 
wliich no general answer can bo given. Tlio rate will depend on the char- 
acter of the service or commodity, the economic condition of the consuming 
clas-^cs and the financial nocossities of Government. Any excess of the charge 
levied over the level of commercial return must he considered a tax. 


CoEXOiCS. 

Wliether tariff rates iniiiosed for other than i)roleclivc iiurposes have 
lesultcd in diminishing returns or not, is a point on vdiich it is exceedingly 
difficult to express an opinion on the data available. Diminishing returns 
are the result not merely of cnstom.s duties hut also of price fluctuatious. 
Prices have fluctuated in recent years to such an extent that it is difficult 
to distinguish the e.xtent of the dimini-shing return caused by variations in 
customs duties as distinct from those caused by other factors. 

Export duties are not to he levied except where the article enjoys a mono- 
poly. In the Madras Presidency there are no such articles. Witii regard 
to the question of levying export duties for the purpose of i^resorving raw 
materials or, manures, our opinion is that no satisfactory case can be made 
out for such duties in Sladras at present. 


Coxci.usiox. 

It is difficult to suggcat new sources of taxation in the Madras Presi- 
dency. At the same time the chief existing taxes appear to have reached 
the limits of elasticity. liloreovcr, increased o.xpentlituro for development 
purposes is now urgently required. Under these conditions, a suitable ad- 
justnicnt of public finance becomes a problem of extraordinary difficulty 
and this difficulty is enhanced by the progress of democracy. Two new taxes 
which may bo suggested on .purely economic grounds" are succession duties 
and a tax on higher agricultural incomes, but grave sentimental and poli- 
tical difficulties stand in the way of their introduction. In our opinion no 
real solution for the problem of taxation can be found apart from a radical 
reconsideration of public expenditure. Iletreuchment is A'aluahle for the 
fmancial relief which it may bring, but its chief value in the present situa- 
tion is that reduction in what appears to be unnecessary expenditure will 
create a loss unfavourable attitude in the country towards proposals for en- 
hanced taxation. The primai-j- difficulties of public finance in every country 
are at bottom p,sychological. 
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i»r, Mathai and ZVTr. Bairaiswami Ayj’ar gave oral evidence 

as follows : — 

The F resident. Q . — You siiy that the best iiioLliod of csLiiiuitiug (iio 
iiiciclcDCO o£ taxation inulcr present eoiulitions is to iinilevtalcc. an intensive 
ccononnc enquiry in eaeli province by dividing tlic province into distinct 
economic areas "and invostigatittg tlie economic I'esourcos of a inininnim 
unuibcr of families belonging to'tyi)ical classes in each area. Plave you 
any idea as to liov long this vill take? 

A. — That really is the imi)orlant point about it. My idea is this. Take 
a province like iladras and divide it into economic areas on the lines 
suggested by 3Ir. 1C. L. Datta. 1'hen the real problem would be to find 
out in tiio difl'crcnt economic areas sucli a number of typical areas as 
would Juake it ])o.ssible for you to finish an enquiry in a rea'-onal)le length 
’*■ of time. You liave gor two things to take into account — the amount of 
timO; and the i)rinciplo on which the typical area may be determined. If 
you want a realty e.xhaustive en({niry you will have to s])eiid more time 
and resources than the country can afford. 

Q. — I am purely on the tiue.slion of the incidence of taxation. 'I’lio 
general economic enquiry has been transferred to the other Committee. 

A. — 'J'hc one is closely bound np with the oilier, I do not know how 
you can separate the two. If you want to arrive at any_ satisfaclmy con- 
clusion with regard to the incidence, you have goi to wait till soitic snti.s- 
factoi'.v result has hcon produced hy the other Committee. 1 do not think 
you will ho ahle to eomo to any reliable eoncliisiou till you Imve some 
satisfactory basis with regard to the economic condition. 'I’lio two things 
hang together in my oiiinion. 

Q. — ^You would first divide the country into dhstiiict economic arcn.sF' 

A.— Yes. 

Q. — Then you wotdd (iiul out typical localities in each economic nron? 

A,— Yes. 

Q. — Having got the typical localities you would divide the impulalioa 
of these localities into classes and then you have got to find out typical 
families? 

A. — Even in these ty()ieal areas .vou eamiot (iiui it for every family. 
You should select a miiiiiuum numher of families. I do not thiidc that 
you are going to get anything in our eouniry by the moihod of question and 
iinswer. It is simpl.v impo.ssihlo and useless. You will have to make an 
intensive enquiry and it will have to he very slow, 'riierefore,^ yon will 
have to reduce the numher of typical areas consistently with cfiicloncy and 
the available funds. 

Dr. Furcnijijyc. Q. — So the primary consideration should ho ineomo? 

A. — On that pointy I wish to say that the classification in Sir Edward 
Gait’s census roi)ort is liased on occupation. This gives important and 
interesting results. But the cla.s.sification according to income is the only 
ouo wliicli is of use for this imrposc. It is necessary to .'<cc if the pojmla- 
tion can ho divided into a number of recognisable economic groups. 

Q. — Surely the standard of comfort affects the matter. An agrienitnvist 
living in a village may have the same ineonie as a clerk in an office, but their 
scales of expenditure arc quite different. 

A. — It is quite likely, I should not like to express an opinion on (hat 
till 1 make an enquiry. 

Mr. Dtiraiswami Ai/yar. A.— IVo liave recognized that distinction in 
the statement that it is important to consider, in clelormining typical 
classes, whether people i-osido in cities or in rural areas. Besides that.' what 
underlies this .statement of ours is the feeling that, as Mr. Herbert Samuel 
made an estimate for England 'by splitting up the population into classes 
with varying incomes and taking into account the consumption of each 
class and how much the different classes pay in the shape of taxation, 
you can also do tho same here. Y'on can take a numher of typical classes, 
have a mnnbor of family lindgets, find out how mucli taxation each class 



5 

bears with reference to the various coniiuoclities consumed by it, and trms 
arrive at a proportion of the income paid by way of taxation. 

Q. — IJave we aiiy materials for this? 

A. — Quite so. That is the very purpose of the economic enquiry wo 
suggest in each province. 

Q —Would it ‘not bo feasible to begin from the taxatiqn end, that 
is, to take each tax and sec what classes it hits? 

Dr. Muihai. A.— How will that help you? 

Q. — The salt tax hits everj-body, income-tax hits certain classes only, 
while the municipal taxation like the iirofcssion tax is on certain classes 
in towns. 

A. — Don’t you in that process conic back to the original question of 
classification according to income? Whether you begin at one end or tlio 
other you will be sooner or later up against the question ol how to distin- 
guish the various classes of the poinilation, ivith reference to varying 
standards of comfort. 

Q. — ^^Vould it not be useful to indicate what classes do not pay a iair 
share ? 

JJr. Mathai. A. — it might liolii. I am not sure about it. lint you would 
have to know your classes. 

T/iC Mahurajadhiraju Buluuhir of Jiunhcuii. Q. — Yon know at the pre- 
sent moment there is a Committee going round to go into the preliminaries 
of what an economic enquiry might cost, and to give an indication as to 
what kind of economic enquiry might bo made. Questions of details must 
of course bo left to that Committee, but it strikes me that later on, when 
an economic enquiry has got to be made, these enquiries instead of 
being imperial would have to be xirovincial. 

Vr. Mathai. A. — I entirely agree. 

Q. — That being so, the question is wlicther tbe different provinces 
would face such an enquiry. To make myself qirito clear, I say this : what 
is to bo gained by an enquiry? Would such an enquiry be ai^preciated by 
these classes wlio are in most cases perliaps illiterate and who might con- 
sider that this enquiry into their every-day life was a iiiecc of oppression 
by the Goverjimont for the purpose of further taxation? Do you think 
tliat such an enquiry would bo appreciated by the masses at large? Don’t 
you think that it would give a handle to jpolitical agitators in this country 
to say, "Hero is Government trying to impose new taxation and prying 
into the every-day private life of the ordinary labourer”? 

A. — ^]\Iy answer is this. It depends entirely on the way you set about 
the enqtiii-y. There is a way of making these enquiries which would not 
necessarily imply any inquisitorial investigation. It depends on tlio method 
and i^ersonnel • of the enquiry. 

Q. — It is perfectly clear that such an enquiry cannot be made by a 
large committee. We haA'o to take individual cases. It is perfcctls^ clear 
that you will have to go to the villages to take what is called statistics and 
get the actual income of each individual. Probably, this will have to bo 
done by the lower grade of Government officials. T want you who have 
studied this question to say, whether from the actual facts iii the villages, 
do you or do you not think that there is a distinct danger, if an economic 
enquiry in India really wanted to go into details and really wanted to 
find out the wages of the working classes. There is a very splendid handle 
for the agitators to put into the minds of these classes a suspicion as to 
lhe possibility of fresh taxation. I want you to tell me whether there is 
this possibility or not; because you professors are very keen about having- 
an economic enquiry. ‘ 

A. — ^^Vith reference to the presumption that we professors are keen 
about an economic enquiry, I may say that I do not accept that presumption 
in the form in which you init it. 

Q— I not mean you particularly. You students of economics liko 

Shah and others want to hai'e a general economic survey. 

A. — If there is to be a general economic survey, I would not start with 
a big enquiry. I would prefer small enquiries. Let the habit of enquiry 
be established. ^ 
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Q ^laLliai say.s Hint ho ivoiikl not Mart tliis lai j^e ciuiuiry. That 

iiicols iny iioint. 

Ur. Mulhiti. A. — ^^Vhat J mean is that this Coiinnillee may lead to 
onqiiiries by small committees ol' small typical areas. It remains to be .seen 
whether an investigation of that kind will load to sticli daimers wonlrl 
depend cntirelv on (he method, agency and ])ersonnol. Jf yon depend 
ontiroly on the tax-collecting agency in this Presidency, you might he 
up agaimst trouble. Tno Ironhle here is that people vho are usually 
responsible for snch work happen (o be revenue subordinates. Thc^' people 
do their investigation under an ill-organised .system. There is nobody to 
instruct and guide them. Jlut it is possible to devise a method ol omiuiry 
Avhich would avoid these difliculties. 'riierefoio, J do not necessarily accept 
the presumjition behind the Maharajah's (jnestion. 

Mr. Diint'iinriiiiii Auu'ir. A. — 'I'his Taxation Conunittee i- aUo ( ont-criied 
with the economic ciuiiiiry, beciiuse the detei-minaf ion of incidence of- 
taxation is bound uji with the <ntes(ioM of the income of tlm cl.csf'-, aitfi 
tlio amoutit of tiixation thtit each class juiys. 

Q. — Supposing yoit had ati economic enqtiiry. I iire.stimo the objecL 
for such an etiquiry .should be mainly to relieve the btirdon of the poor. 

A. — To got true facts. To get at the truth, which is valuable for it.s 
own sake — not necessarily to relieve the lutrden of a ])arlictdar class. 

Q. — Ls it only to know wlio pay.s what tiiid to find out what bttlden 
there is on a certain clnss? 

Mr. Ihirai.^irami di/i/ur. A. — You may devise jiolieic- to coneet thn 
defects, by a rcdistribittion of the burden or by recourse to new taxtilion. 

Q. — Supposing a matt cariiH Rs. 2 a motith; your de-ire would he 
to make that man earti lbs. 4 or Rs. G. You wjint an entjuiry to improve 
the economic condition of those who do not fai-e well in this country, or 
do you want an enquiry to know wlial i.s the i)rcscnt economic (ondilion? 

A. — Both to ascertain the facts and also to promote the general doveloi)- 
ment of the country. It all depends on the facts as ascertained l)y tlie 
enquiry. 

Q. — Are you going with the material.s at your disi)osal to develoi* and 
improve the condition of those uho fare woi’sc? 

A. — Not only of that chws. But in the general interest of the country, 
a redistribution may have to be made. It it is found that th(‘ lov.e'st 
class makes Rs. 10 and pay.s lbs. 5, then you will Jiavo to redistribute the 
burden. 

Q. — Supjjo.se you find that a R.s. 10 man only pay.s Re. 1 for .salt tax 
and has Rs. 9 surplus. Would you consider that in the present conditions 
in India lbs. 9 is too small an income for any man, and try to arrive at 
a .solution to increase that Rs. 9 to lbs. 18? That i.s the (lue.stiou to nhich 
I want to know the answer. 1 am asking you, heeause the ]>rofe'--sni-s 
always advocate an economic enquiry. 

A.-^I protest against that statement that wo always advocate an 
economic enquiry. 

Q. — ^Undcr the circumstances, I want to know what you will do. 

A. — Agricultural reform might come into being. The con.solidation of 
holdings, for example, might require revision of the tenancy laws. 

Q.— In the guise of an economic enquiry you want to deal eventuallv 
with the existing tenancy legislation of the country, because von cnnno't 
ior instance consolidate holdings. You cannot for instance stop fraclionisa- 
tion and other things without touching some of tho tenancy legislation? 

A. Of course, some of these questions will require considoratioji. 

J/(C President. Q. Do you consider that an economic ('tuiuirv to be 
useful mu.st be an enquiry into the condition of the ])copio as well as an 
enquiry into the method of impi-oving that condition? 

Mr. Duraisieami Ayi/ar. A. — Y'es. 

Ur. Maihai. A—A;, a student of economics, my own idea on (hat 
questioii is, that the best kind ol economic enquiry i.s an enquiry wliich 



is carried on without reference to any specific objective. In pasi*, 

economic enquiries in countries like England wei’e conducted witnout any 
specific obj'ect. 

Dr. Daranjpijc. Q. — Afterwards it would bp ior the Government and 
the politicians to suggest remedies in the light of the facts at their 
disposal. Tlie committee of enquirj* now formed might make tentative 
proposals to be examined more fully later on. 

A.— Yes. 

Sir Percy Thompson. Q. — In a country like India do you think it is 
possible to get anj'thing more than more general broad impressions? _ Such 
impressions could not bo reduced to figures, ^ Fui-ther, do you think it 
is necessary to make the enquiry a general one? Do you know any country 
where they liave attempted to do more wheit considering the burden of 
taxation ? 

A. — answer is this. I am not aware of au3' countrjq where for 
the modification of the taxation sj'stem a detailed economic inquiry has been 
undertaken. But it depends on the degree of broadness. It is possible for 
you to have general impressions which will be so broad -that they will hare no 
manner of nearness to the truth. 

Q. — ^Sly idea of the broad general impression is this ; you can start 
from the taxation end and see what broad general classes each tax hits. 
By this method you can come to a general conclusion without sejiarating 
your population into a classification based on income. 

A. — ^I agree that would mean that you have some idea of the classes 
into which the population divides itself. -Have j’ou got any data for it? 

Q. — ^You have got the income-tax. You have excise. You know more 
or less with regard to excise as to what class it is that paj's it. Similarly, 
with the customs duties on luxuries, j’ou would know what classes are hit 
by what tax. 

A. — For example, take the tax on toddy and country spirits. They are 
consumed to some extent by different classes. 

Q. — ^I would not go into such details. 

A. — ^hlay I suggest that questions like this are rather important for 
the suggestion you make? 

Q. — We cannot go into details veiy fully. A statement such as the 
fojlowing-j-a man earning five hundred rupees pays so much, a man 
with an income of a thousand rupees paj’s so nnicli — would be very 
fallacious. 

A. — ^I think we ought to be able to get something better. 

Mr. Dnraiswami ^ Ayyar. A. — ^I go vei-y far with you and I am in general 
agreement except with regard to the broadness of the general imj)ressions. 
I should like to go a little further than you and get at less broad impre.ssions 
b3' means of some kind of enquiry or investigation. 

Sir Percy Thompson. — It is certainlj" a subject for enquiry. 

Dr. Paranjpye. Q. — When j-ou have the family budgets you know the 
amount of tax that a family pays. You have got to consider the general 
average. So far as the members of that class is concerned it will merely' 
be a general average. It is a general impression not applicable to indivi- 
duals. 

A. — ^Yes. It comes much nearer the truth and is less general. It 
is only a question of degree. 

Sir Percy Thompson. Q. — I think tho object of sucli an enquiry would 
be, as far as possible, to got rid of false impi-essions. You would replace 
impressions by facts. We all agree. 

A. — We want to go a little further. Tliat is all. 

Dr. Uyder. Q. — It is admitted that taxation shoitld bo based on the 
irrinciple of equalitj*. If j-ou want to reduce this into terms of sacrifice, 
what would you have, equal sacrifice or least aggregate sacrifice? 

Dr. Mathai. A. — I would not like to commit m.yself to either, but I 
am inclined to say equality' modified by considerations of least aggregate 
sacrifice. When you .speak of least aggregate sacrifice, 1 take it you are 
thinking of a system under which people on the margin of subsistence, 
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Q, — T liavo novor heard l!ns stateinojit made, hccaiisc inconic-lax i5 a 
tax on the difference between tfie co.st of xn-ocluclion and tlie sebinp price. 

A. — Yes, J)nt the jnofiis are reduced when you Jiave 4i Jieavior income- 
tax, and wheat profits are redticed. there will not bo the same inducement 
to enter into business. 

Q. — Do yon moan to .siiRcesL that tiie rnte.s of income-tax are .so liieb 
liiat peojtle would ooaso to produce? 

A. — Very bipb rate.s arc a bandicaj) to busiiio.'^s. That is •why I say that 
wo do not want incomc-ttix in India a.s licavy a.s in other countrio.s, .still 
the income-tax which is- hoinp; paid now is very mtidi lower than in 
other countries. We should have n coJiipromisOj that i.s, a half-way-hou.<e 
arrangement. 

Q. — Tito point i.s this. Yon make a suggestion that the high rate of 
income-tax crippic.s the lni.sino.ss man, hocaiiso it raises the oo.sl of 
production ? 

A. — Xo, it cuts into the profits. 

Q. — -Jlut profits liavo nothing to do with the cost of production. 

A. — ^Xo. Xoi-mnl profits do enter into the cost of production. 

<£ 

Q. — If you Iiave an income-tax on cotton manufacturer.s and not on 
^'ulo manufacturer.s, then you will get cajiital flowing from the cotton to 
jnle industry, hut when the tax i.s the .same, liow can tliis i-esnlt occur? 

A. — It is not as between the cotton and the jiito indusli-j- in India I 
make this slatomont, hut as between industries in tlic wliolo of India and 
elsewhere. It is there the difficulty comes in. It is between the industries 
in India and industi-ios elsewhere. The difficult.v comes in there and I 
say that there ought to ho a difference between the rate.s of income-tax 
in India and el.sewliero, l)ecan.so an Indian has to j)ny a higher rate of 
interest always. 

Q. — I cannot follow you. India i.s presumably rontont witli the same 
profits as France. Ilaving made j)rofit.s, if the fiulian Government elect to 
take a larger proportion of the profits than the French Government lake, 
that doo.s hot cripple tin's man's competition, Init it leaves less income to 
spend. Tliat does not enter into the cost of j)rodm;tion. 

A. — It may he that the French hnsino.s.s man has to pay only an intore.st 
of per cent on the working capital, hnt in India he lias to jiay .j per 
cent. To them there is already u handicap and on the top of that handicap 
yon should not have the same rate of income-tax. 

Q. — Of cour.se. a high lato of interest is a handicaf). because that is 
a thing which onlei-s into the cost of production, and it ie.s.sens the jirolits, 
hut llio profits being wliat they . ■ire. the rate of incomc'-tax yon impo'-o on 
them, provided it is a general income-tax, does not enter into the cost of 
production at all. 

A. — T do not agree with yon there. When yon compete with oiit.sido 
countries whore iliero is less rate of iuterosL on the working capital, 
naturally there will he less profits here. Tlieroforo, unle.ss you lower ihe 
rate of income-tax, there will not he a jiarity liotwccn the indu.stries, 

Q. — If there is loss jirofits, there is lo.s.s income-tax, because wo only 
charge ‘on llio profits. 

A. — ^It i.s only a rpiestion of rale.s. If the rale of ineome-lax i.s lo.ss, 
only then there will he parity hotweou the manufacturer here and the 
manuf.net urer oisowhei-c. 'Pltero cannot he parity nnles.s you reduce the 
rate of income-tax. 

Q. — 1 .suggest that rale of intoro.st euteV' into the cost of jiroduction. 
hnt not the other. 

, A. — Hnt normal profits also form part of the cost of production. 

Dr. P{!rtrti//>!/r. Q . — 1’he only effect would ho possibly it v.-ould tmiipl 
the Indian capitalist to invest In's capital in oilier countrio.s. 

A. — That means that the industrial development will suffer here. 

Q. — lint i.s eajiital .so mohilo here? 

A.^ — In any ra.se here the industries will suffer, 

Vjr-2 
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Sir Percy Thompson. Q. — ^You say that the distinction hetweeii earned 
and unearned incomes must be applied -with caution in India. I agree that 
it must be applied u'ith caution. But it_ seems to me that your reason 
No. 2 that the question of unearned agricultural incomes does not arise 
under the Income-tax Act, is the most serious one, because of the fact that 
rents for instance, u-hich are the principal form of unearned income, are 
not charged to income-tax at all. 

A. — I agree. 

The President. Q. — ^lYith regai-d to excise, I take it that Mr. Durai- 
swami Aj'j'ar also accei>ts the schemes of Dr. Mathai ? 

A. — Yes, Sir. ^ 

Q. — You propose a policy of experimental local option with regard to 
countrj' spirits? 

Dr. Mathai. A. — Yes. 

Q. — ^B^ith regard to that policy, the suggestion comes to this. Unless 
the action involves some sacrifice on the part of the majority who vote it, 
it is an unjustifiable interference u-ith the freedom of the minority. 

A. — ^I accept the position, hlay I explain what is meant by experi- 
mental local option? It is this. If you are going to have an effective 
system of local option at all, it will depend very largely on whether you 
will be able to constitute a satisfactory electorate. 

Q. — You mean adult suffrage? 

A. — ^I should not say that. If you can have an electorate which is 
sufficiently representative of the general locality, that is sufficient. 

Q. — Can you give us an example of local option, where there is no adult 
suffrage ? 

A. — ^Probably there is not. But in this country it will be necessary 
to compromise on that point. 

Q. — Does it not involve an enormous extension of the electorate? The 
proposals of the Bombay Excise Committee Avould involve a very large 
extension of the electorate. 

A. — Suppose you start a policy of local option straight awaj*^ it udll 
be necessary for you to consider so many circumstances connected with the 
case. My position js this. 1711611 you look at the experiments in local 
option, you got the impression that there are a number of people who theo- 
retically at any rale hold this opinion — ^people whose opinion must command 
weight. 

Q.— It might be the solution of the problem, but at the same time 
where it has been tried, I find people in practice regard it as a failure. 

A. — In this country the conditions are so difi^erent from the conditions 
in other countries, and at the same time at present we have no data to 
work out a general policy. Therefore, we suggest you should take a few 
areas where it is possible to constitute a fairly satisfactory electorate, and 
■get data on which you can base a_ general policy later on. I do not want 
j'ou to launch out straight away into a general local option policy. I do 
want some kind of experiments, so that public opinion might have some 
chance of being tested with reference to data. I know they tried in Salem, 
but they tried under conditions which were not favourable and it did not 
work well. 

Q . — ^You have studied the experiments made in other countries like 
Scotland, Canada and Australia, and agree that there is great doubt as to 
their success? 

_ A. — I do think that people have doubts about the practical results 
of it. 

Q. — Can’t you learn from the history of other countries? 

A.— You cannot convince public opinion by the experience of other 
countries different from ours. 

Q. — Does your pamphlet bring out the pros and cons of those opinions? 

A. — I think public opinion in this country is very strong about this 
question. 

Q. — I want to emphasise the importance of bringing out the pros 
and cons of the history of these experiments in other countines. 
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. A. — j\ly opii}ion is that there is )30 Proviucial Government hereafter 
in this country which can afford to ignore the strong opinion in the electorate 
on this qnestion. Therefore, inj' suggestion is that local option is 
the least haimiful method of satisfying them. 

Q. — ^May T, with all respect, put it to you that one of the functions 
of the teachers and economists in this country is to educate the public 
as to the actual facts of the trials made in other countries, and not to 
allow public oi^inion to pi-oceed without aiij’’ information? 

A. — I may say, we have been doing it very much to our own cost. It 
is impossible for the teacher or economist to do it without sufficient^ractical 
evidence. 

Q. — ^Do you suggest that the experiments should be jjaid for by the 
majority who wairt to enforce it? 

A. — The suggestion I should like to make is tliis. Supposing you have 
a selected area which wants this experiment to be tried, then before 
you actually introduce the experiment of local option, I should like to 
get an assurance from the local bodj' in charge of that area to say if 
they are willing to have it introduced, and are willing to bear a certain 
liortion of the cost. 

Q. — ^Is it fair that the ryot should pay for a fad of the urban 
intelligentia? 

A. — You might take a local area where this question of conflict between 
the town and country does not arise. Take an entirely rural area and 
make your experiments there. Practical!}', what I would do is : at present 
you give certain amount of grants to these local bodies,- I will tell them 
this 

The Fresident (hiterrupts). Q. — ^Are you going to allow the members 
of the district board to vote for it? 

A. — No. Before you constitute the electorate and set the local machi- 
nery in motion, I would ask the local body in charge of that area whether 
they want the experiment to he made. Supposing we have to meet a defici- 
ency in revenue, it will mean some reduction in the amount which the 
Provincial Government would make to that local body, because it was with 
their express assent that we started the experiment in the area. 

Q. — ^What is to be the relation between the local body aird the electo- 
rate? 

A. — The relation js simply that they are both in the same area. We 
do not want local option to be introduced unless the local body asks for it. 

Q. — suppose you will agree that grants should be. for specific services p 

A. — ^Yes. 

Q. — ^^Wien j'ou deprive the local body of a grant, j'ou deprive it of a 
certain service ? 

A.- — It will compel the local _ board to raise an arlditional amount of 
reverfue. The people in the locality will ultimately have to bear it. 

Q. — The obvious method will be the levy of a land cess. ' 

A, — That would be one method. 

Q. — ^So that you are going to make the landowner pay? 

A. — ^Yes, the landowner would be sufficiently represented in the electo- 
rate. 

Q.“Would he form anything like the majority? 

A. — do not kjiow if you are justified in making this clear-cut distinc- 
tion between landlords and other classes, as if there was no point of contact 
between these classes. 

Sir Percy Thompson. Q. — ^^Yould you tell the landlord before he votes 
on this experiment of local option that he has mostly to pay the piper? 

A.— I think the landlord would understand it. If the landlord as a 
community in a particular area is sufficiently strongly set against the ex- 
periment of local option, it seems to me that he has sufficient influence to 
Vote it out. 



12 


The Preside Ilf. Q. — ^^Voulcl you accepb ilie slalenieiit that the Board 
of Control in England betn’een 1915 and 1921 did more than had been 
achieved in the ndjolo previous history of England to reduce intemperance 
and to reduce the consumi)tion of liquorP 

A. — I have seen the statement; I have no opinion on that. 

Q. — Do not the Local Governments, aided by Advisory Committees, exer- 
cise practically all the porvers -n’liich were exercised hj' the Board of Control ? 

A. — The character of that Committee is a ticklish question. j\l 3 ' own 
idea is that it has irot woi'ked satisfactorily", because it is not sufficiently 
fi-eo. 

Q. — And the licensing boards P 

A. — They have not worked v'cry well in Madras. 

Q. — I have a statement with i-egard to the United Provinces that the 
boards have greater i)owoi-s of loduciirg licenses than can be exercised ly 
licensing authorities in Great Britain or by licensing authorities with a 
mandate for limitation of licenses under any local option scheme in the 
British Empire. 

A. — I wish that were true of JIadras. 

Q. — If that were so, would you he satisfied? 

A. — do not want to sugge.st that I am altogether against excise 
Advisory" Committees; they' have done fairly useful work. The only' point 
is that they do not go sufficiently' far. 

Q. — You will concede that there has been an enormous reduction in the 
number of shops? 

A. — T quite admit that. As a matter of fact, I do not take the view 
that the present excise policy' has caused any' increase in drunkenness. My' 
objection really to tho auction policy is that while putting up prices and so 
helping to check consumption, it is placing too big a burden upon the 
l)Oorest classes. I feel that, particularly with regard to toddy. At your 
auctions you put up prices : naturally, therefore, the poor man on account 
of tho rise in prices has to get his consumption restrained, hitt at the same 
time, because tho consumption of toddy_ is not really consumption which 
varies as much as that of distilled spirits, there is a kind of relative 
steadiness about it. The result is that when you put up prices tho 
man pays a lot more for practically the same qiiantity, and thereby' it seems 
to mo that while yoxx are able to get a restraint of consumption, y'ou are 
placing a serious economic burden upon him. 

Q. — ^You aro no doubt aware that auctions have been recommended as 
a measure of temperance reform in England? 

A. — do not accept the English policy as really' tho model for India. 
Auctions are effective, but they have their disadvantages. 

Q. — ^Yoxi know tho in-oceduro in Bombay which was adopted with refer- 
ence to the report of the Excise Committee? 

A. — I do not know what action has been taken uixon it. I saw a 
Government resolution on it. 

_Q. — ^The last action in the Council, if T am not mistaken, dropped local 
option in that province altogether and ended in a vague recommendation in 
favour of prohibition after 20 years in place of the original motion recom- 
mending immediate action. Have y'ou studied the effect generally in pro- 
vinces of the very strong restrictive action taken in the la-st few years? 

A. — I have studied the question with reference to Madras; it has been 
effective here in some way's. 

Q. — Do you accept the statement that there has been beyond doubt a 
great extension of smuggling and common use of the most pernicious of 
all intoxicants — cocaine? Tho policy has also given rise to illicit distilla- 
tion and smuggling of liquor and cocaine and the consumption of crude 
opium on an xmprecedented scale. 

A. — If you arc speaking of illicit consumption with reference to the 
kind of drinks resorted to by ordinai-y people in this Presidency, viz., 
arrack and toddy, I shoxild say' that the danger of illicit production would 
bo very much greater in regard to toddy than in regard to arrack. 

Q.— Actually, have not the number of prosecutions for illicit distilla- 
tion reached over 2,000 a year? 
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A. — I think that is going to lie reduced hereafter. My point is this; 
in regard to arrack yon find that the business of the distillation is going to be 
increasingly an organised industry. If you could have distill^ation organised 
fairly iveil as a business, it is possible for 3 'ou to get at it easilj" lor ttie 
purpose of control. The difference is between raw liquor and distilled 
liquor. If you are thinking of raw liquor, it means that it is necessarily 
going to remain a home industry. If j'Oii are going to control disnUed 
liquor, the possibility that the industry raaj^ he an organised industrj' gues 
you a better handle for control. 


Q. — do not quite understand what j'oii mean hj' an organised 
industry. 

A . — 111 this Presidency, for exaiiiiile, Pariw & Conipaiij’^ arc increasingly 
responsible for the distillery business. 

Q. — ^Evciy villager knows how to distil arrack? 

A. — It is not quite so common. I should saj' it is very much less coiii- 
iiioii than the production of toddy. 


Q. — ^In a iiassago in your hook (Excise and Liquor Control) in which 
j’ou deal with toddy, j'oii say that the consumption of toddj' x’l'oduces less 
of the evil effects iieculiar to alcohol. AVhat is j'oiir basis lor this state- 
ment P 

A. — The Ileporb of the Excise Committee of 1905 and_ the Governmont 
note prepared by Sir. Strathic. The iioint, I think, which these _ exjiorts 
have taken oi’cr and over again with regard to toddj’ is that toddy is a had 
thing; thoj' say it is bad, because stale toddj'^ upsets the digestion. 


Q. — In the words of the Commissioner of Abkari, Bombaj', “The con- 
firmed toddy drinker soaks. He becomes bloated and lethargic, while the 
drinker of countiy spirit has his glass or two now and then and is soon 
done .with it.” 

A. — Distilled spirit acts upon your nervous system; toddy reacts upon 
your bowels. Mainl.v I think that is the difference. If you arc going to 
prohibit things whicli upset iieople’s digestion, wc should in this country he 
prohibiting one another’s food. 

Q. — Perhaps j'ou have seen the Report of the Crime Enquiry Committee 
ill Burma? 

A. — have not seen it, hut I have looked into criminal statistics 
with regard to that in this Presidency. 


Q. — ^Will you take it from me that one of the recoiiimeudatioiis of that 
Committee was to put toddy under the control of the crime investigating 
officer ? 


A. — have discussed this matter with various people who have had 
experience of it, and I should not have put it forward unless I had some 
kind of assurance from them that it is roughly the right position. I h.ave 
discussed it with people who have had district experience in areas where 
toddy is produced on a large scale, like the Tiniievclly district. 

Q. — It is a very open question. 

A. — ^Probabty it is. You have to make a distinction between individual 
cojisuniption and aggregate communal consumption. If prices go down, you 
might find an iuci'ease in coiisumption : but that very probablj'' does not 
imply an increase of consumption per head. The increase is an aggregate 
increase, duo largely to the fact that people ivho do not drink arc able now 
to afford the luxury of a drink, 

Q. — Can you support that by figures? 

A.-^It is a matter purety of observation. If jmu ask me for figures, 
I will give you something like this ; During the great rise in iirices during 
the war, j*ou will find with regard to todcly and arrack iiractically the 
same amount of consumption according to official reports. If you examine 
the figures with regard to the retail price of toddy, 3 'ou will find that j'ou 
are able to get a steadiness of consumption with regard to toddj', ” by 
increasing prices very much more than you do iu regard to arrack. 

Q. — Have you _ compared the rise and fall in the consumption of arrack 
in proof gallons with the i-ise and fall in the number of trees tapped? 



^Tjiat does not Avorry me, because the Avhole yuebliou turns oii Llie 

distinction you make betAvoou individual consumption and communal con- 
sumption. The only justification for GoA'crnmcnt to interfere in tins 

business is that individual people aa'Iio drink, drink to excess. It is only aa’Iiod 
consumption is cxcessiA^e that social harm results and the aaIioIo ejuestiou is, 
AA-hat do you mean bv excessive con.suniiJtion P Yon fix a certain standard 
and only beyond that standard do you get drunkenness. As a general 
rule the man aa'Iio habitually drinks toddy does not drink to the same extent 
of excess as a man avIio drinks arrack or any of the distilled spirits. When 
j-ou look at the main justification for Government control in various 

countries, you find tAA-o conditions. The first condition is that cxce-ssii'e 
drink does harm. The second is that there is an appetite in people 
AA-hich driA-es them to oxcossii-e drinking. Unless these tw-o conditions 
exist, A'ou as a Government hai'c no business to interfere in this 

matter.' With regard to toddy, these tivo conditions exist _ to a 
very much less extent. If you are going to find a real practical solution for 
this problem, you have to' look more closely into the distinction botAA'cen 
distilled liquor and raAv liquor. Perhaps yon arc aAA-aro that among 
temperance people on the continent of Europe (not among administratoi-s) 
there Ai-as a general feeling till three years ago that pAiblic control ought not 
to extend to liquor Avhich does not contain more than 12 iier cent of 

absolute alcohol. 

Q. — If you find that the consumption of spirit Avas fairly steady and 
the total number of ti'ces tapped Avas larger, Avlmt Avould yoAi say? 

A. — I should examine it from the jAoint of aucav of individual 
consumption. 

Q. — ^Thcn you come to the 12 per cent AA-liicb you say obtains in France, 
Germany and SAA'itiAerland. Actually, the policy in this Presidenev recog- 
nises that, in so far as It has abolished the arrack shops in certain di.stricts, 
leaA'ing the toddy shops. 

A. — I think GoA'crnmeut are moving on right linos in this matter. 

Q, — You say that the objection to the present excise policy is not that 
it has led to excessive drunkenness, but that it is tending to place too 
heaA’y an economic burden on the poorest classes. They AA'ould not give up 
their drink and if you make them pay a high price for it, it Avould tell 
upon their subsi-stenco level'. I suppose that- is your objection? 

A. — ^Yes; the poorest classes AA'ho consume toddy. What I Avould suggest 
AA’ith regard to toddy is that you had better get back to the fixed fee 
system. 


Q. — In other Avords, yoAi Avould redttee taxation on that? 

A. — ^Yes; if you think toddy ought to be kept under control. 

Q. — ^The AA’hole of this depends on j-our supposition that there is loss 
drunkenness in toddy than in arrack. Have you- studied the figures of 
drunkenness in the taluks in AA-hich the arrack shops have 'beon suppressed? 

A. — ^You get the figures of drunkenness from convictions from police 
records. I do not think the3^ are of much value. 

Q. Tobacco. You saj' that the attempt to dilferentiato betAA-een ci’ops 
AA'ould be a novel precedent in land taxation in India. Wo liaA'o just learnt 
that in Burma they have a crop rate for tobacco, sugarcane and betel. 

A. — did not knoAv that. 


Dr. Faranjpye. Q. In the Punjab aa'g have a crojA rate for irrigation. 
That IS, tAvo dillerent crops Avhich require the same amount of Avater uro 
charged differently. What Avould you say to a first step of State monopoly 
01 letail sale wliicli "wotild bo 'n’orked i/lirotigli liconses sold by <iuction. s<iv, 
a monopoly of vend over an area such as a taluk? 


A. That is more or less the kind of s^'steiu j’ou haA'c AA-itli regard to 
toddy and arrack shops. They are trying that in' Cochin. “ 

Q.— They have that in Cochin, Travancore, Patiala and other States. 

A.-— My fear is that Avith regard to a large area like the Madras Presi- 
dency the question of smuggling and illicit production might become a 
more difficult matter. In regard to Cochin and Travancore, thev have tliis 
great advantage that iiardlj’’ any toLacco is produced there, ilost of it 
come from outside. It is a small manageable area. 
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Q. — ^Tt Iras suggested to us as a corollaiy to this monopoly of vend that 
there should be a fairly high limit of private possession and that all traders 
in tobacco should be licensed, so that a cultivator ivould have to sell his 
crop before a fixed date either to the monopolist of his area or to the 
monopolist of another area or to a licensed trader. 

A. — think that might be tried. 

The Maliarajadhiraja "Bahadur of Biirdxmn. Q. — ^You say that land 
revenue in its present form is an old tax and that is a factor ndiich is in 
its favour. Do j’ou consider land revenue to be a tax? 

A. — Our position rvith regard to that is that it partakes of the character 
of both a tax and a rent. There is an element of tax in it as it stands at 
present. 

Q. — ^You consider it as an old tax and not as an old system of land 
revenue? 

A. — ^If you are looking at it as a thing -which has been in existence for 
150 years, I think that all these 150 years it has partaken of the character 
of a- tax. 

Q. — You consider it as an old tax? 

A. — You might drop the -n’ord ‘tax’ and substitute ‘contribution’ if 
you like. 

Q. — ^You saj^ that because land revenue is an old tax, you cannot, in 
view of the present conditions, accept the suggestions which have been 
made for -the conversion of land revenue into a tax on agricirltural incomes. 
From this, I understand that you are not in favour of the conversion of 
land revenue into a system of income-tax on agricultural incomes? 

A. — ^Yes. 

Br. Paranjpye. Q. — ^You say that the feeling of irritation which un- 
doubtedly exists at present with regard to land revenue is largely due to 
the uncertainties of resettlement and to some extent also to the inequality 
of the burden as between the large and the small proprietor. IVliat is this 
inequality of burden as between the large and the small proprietor, if land 
revenue is regarded as a contribution from the surplus? 

A. — I think we had better put on one side, for the purpose of clear 
discussion, this controversy as to whether land revenue is a tax or a rent. 
Wliatever might be the way in which this was regarded in the days before 
British rule, since British rule started, the basic idea has been surplus, 
but in collecting that surplus, I think almost unconsciously, perhaps also 
consciously, various principles which relate specially to a tax system have 
been introduced, -with the result that you have a rent which is gradually 
approximating to a sort of tax. 

Sir Percy Thompson. Q. — ^^^liat are those characteristics? 

A. — Take, for example, the latest recommendation of the Joint Com- 
mittee — the idea of. no taxation -without representation. They recommended 
that all the principles which regulate land revenue should be brought 
under legislative control. It seems to me that when they accepted riiis 
principle they were thinking of it, not in tlie light of a rent, but in the 
light of a tax. The sanction for taxation is that it is accepted by the people 
upon whom the burden is left. It is a principle of taxation which is 
accepted in democratic countries and to the extent that they decided to applj- 
that here, it seems to me that they were thinking of it ra-ther as a tax than 
as a rent. 

Q. — ^Do you say that the fact that this payment is made is a justification 
for relief from a general tax like the income-tax? You know that agricultu'*al 
incomes are exempt from income-tax on the ground that they pay land 
revenue; do you think that a reasonable justification? 

A. — ^I think it is a practical justification at present, because it is very 
difficult for 5 'ou to get at the income of the agriculturist. 

Q. — That is another ground altogether. On the _ ground , of priuciiile, do 
you- accept the jn-oposition that you are -not subjecting agricultural incomes 
to an income-tax, because thej’^ already iiay a very heavy tax by way of 
land revenue ? 

A. — No. I want to clear my ijosition. If it were possible from a 
practical point of view, I should like to make this land revenue an income- 
tax, i.e., a tax upon agricultural incomes, instead of a contribution fi-om 
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the l'\nd But I see u lot of practical difficulties and I am not suggesting it 
for tlic present. Therefore, ire have got to reconcile ourselves to the posi- 
tion that the person ivho lives hy laud malccs his contribution to the State 
in the .sliape of land revenue. 

Q. 2ilay I put it this way; If you aholi.shed land revenue and substi- 

tuted for it a iinivei-sal income-tax which applied to agricultural incomes, 
would not the landholder ho in a more favourable position than anybody 
else? Let us suppose 1 am a shopkeeper. I pay rent for the .sho]) and I got 
some income on account of the shop. A landholder makes the same income 
from land, but he pays nothing for the land. IVe use the shop and the 
land for tlie same purpose., why shouldn't ho pay as much as 1 pay for my 
shop ? 

A. — Isn't that really a question of detail? 

Q. — 1 think it is one of vital principle. 

Mr. Din a him mi .ii/i/nr. A. — That is taking the position that the Stale 
is the landlord. 

Q. — But you take the very opiiosite position that the holder is an 
.absolute owner? 

A. — We do not take that position. 

Q, — You say that the absolute owner can have that land without mak- 
ing any contribution to the State except a general contribution which 
the noil-landholder al.so makes? 

A. — ^It is not partaking of the character of a tax and rent. If that 
position is taken up, it ivill become altogether a tax. 

Q. — ^Let me go a little further. Siip]>oso ihc finances of your country 
do so well that you can dispense with income-tax altogether. Now then, 
what is the position that your landholder has got? 

A. — ^That is a very theoretical position. ^Vhen you can .abolish income- 
tax, you can abolish land revenue also. 

Q. — ^AYhat I say is that it is more reasonable for the State to take a 
share of the rent ; having done that, you must assume equitable tre.atment 
as between the landholder and Government. If you then put a general tax, 
like the income-tax. that must apply right through. 

A. — That is a iiractical question. Already, he beai-s the burden of the 
land revenue, and on the top of it to put income-tax would lie too much 
of a burden. 

Dr. Jfaf/in/.— Could you not make .some kind of adjustment by 
which the thing might he equalised? 

Mr. Buraisimmi .Aijimr. A. — It takes for granted that the State is 
the absolute owner. 

Q.—y Nobody has ever been able to define the term ‘owner’. It is 
fifty things in fifty different countries. What appears to have hajipened 
is that the State has parted with its rights in laud and consideration 
’s the liability to pay a certain sum of money at such rates as are prescribed. 
If tliat is not a rent charge. 1 do not know what a rent charge is. If it is 
rent charge why .should it exempt you from income-tax? 

A. — It is partly rent charge and partly tax. It is that which explains 
the i)osition. 

Q- — There are two pieces of land. One, a piece of ryotwari hand, pays 
u l_aud 1 ‘evenue of Its, 40. There is another piece of laud exactly simihir 
which is rented from the landlord and for which the tenant pays Its. SO. 
Ho pays no land revenue but pat-s ixmt. just as in England. should not 

his profits be taxed? 

A. — ^The profits of the farmer could be t.axed. It is on a different 
'"noting. It is a business in the case of the latter. 

Q.— The man who pays Bs. 40 should not be t.axed and the man who 
pa\-s Its. SO may be taxed? 

A —In the case of one it is business; iu the c.ase of the other there is 
a certain right of ownership. Wliere the owner occupie.s for generations he 
pays land revemfe. There should not be land revenue as well as income-tax. 
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Q. — So tho proposition is that the landlord is the nhsolnte owner? 

A. — Not an absolute owner. 

Q. — ^It seems to me that you do lip-serrice to that iirinciiile. 

Dr. Mathai. A.— -Probably we do. 

Dr. Ilijder. Q. — Passing on to the next sentence I take it that you 
are in favour of a permanent .settlement in respect of land revenue and 
then calling upon the agriculturists to pay an extra levj- whenever there is 
a financial necessity for the State? 

A. — That is the proposition. 

Q. — There' would he an element of uncertainty in respect of this occa- 
sional extra levj-. At present there is a certainty for at least 25 to 30 
years. When the land is peimanently .settled, he may pay this extra lov\' 
four or five times and it may result in a state of affaii's with more un- 
certainty than at present. 

A. — ^We thought of that difficulty. We reconciled ourselves to it in this 
waj’. Tt is only on a special emergency that an occasion for a levy would 
arise and as tho emergency passes away the thing would be dropped. 

Dr. Matliai. A. — ^Tho point is whether a legislature that repi-esents 
property’ interests is likely to accept a proposal of this kind. Is that jmur 
difficultj', or is it that yon want to reduce the element of uncertainty? 

Q. — My point is this. If you settle land pormauently and expose 
tho zaTuindars to an occasional levy, there will be the same amount of 
nneortainty as no one knows how many times there will be a deficit in 
the ijrovincial budget. 

Dr. Mathai. A. — For one thing it is likely to be only for emergencies. 
In the second iilace, an extra levy would mean only a very small proportion 
of the pennanent revenue. In the case of a thirty-years settlement tJie 
family settles domi to a i^articular standard of expenditure. At the end of 
30 years the whole thing is shaken about. Compare that with a system 
where you have a definite amount of land revenue vuth a small extra levy 
coming in occasionally. The question is a relative one. Which is the wor.se? 
My point is that the element of uncertainty in the thirty-years settlement is 
really the greater. 

Q. — ^In the course of the last 30 yeans how many times have there been 
deficit budgets? 

A.' — I can’t say off-hand. 

Sir Percy Thompson. Q. — You know the tendency of emergency taxes, 
don’t you? Tho income-tax was an emergency tax in England. 

Dr. Mathai. A. — The whole point is this. It really depends on the 
question of public expenditure. 

Dr. Dyder. Q. — ^Your point is that if there is control over expenditure, 
you will have no occasions for increase. Supposing jmu have full control 
over the sources of revenue and the excise revenue suddenly falls, you 
will have to have recourse to an extra le\'y? 

Dr. Mathai. A. — ^Aji extra levy like this would not cause general rcsent- 
, mont if the particular kind of exijonditure for which this is wanted is 
acceptable to the bulk of the people. If you have a scheme of elementary 
education and if you go to the Council with a demand for 50 lakhs of rupees, 
I have got sufficient faith in the electorate that it will bo accepted. At 
present the.y would turn round and saj' that the great bulk of .your ex- 
penditure was determined at a time when they had no voice. There- 
fore, if. you propose an extra levy', they^ would say that you ought to do 
away with the unnecessary’ expenditure. _ If you have control over 
expenditure, then it seems to me that this extra levy would not be so 
very difficult to carry out. 

The President. Q. — ^Have you had any Retrenchment Committee in 

this Presidency? 

A. — ^\Ve had one. 

Q. — Composed of ro])rosentatives of the democracy? 

A. — ^Tn the first place its work was not sufficiently public. In the second 
place, I do not think Government accepted their recommendations to the 
extent they ought to have. 

YlI-3 
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Mr. Dm-aiswami Ayyar. A.— reconciled ns to lhis proposal is that 
laTicl rovoiiiie lifis uot grown vory rnx)iclly. Tlio Sticvifico of lovcuuo 
not be great owing to its inelastic character. IMorcover when new land is 
brought under cultivation, this would not alTcct the growth of revenue. 

Dr ITydcr. Q.— I find that from 1890 to 1921 there have been fourteen 
deficit budgets and hence tlic landlords and the agriculturists might ho 
apprehensive of a levy coming every other year. 

Mr. Duraisivam') Ayyar. A. — There will bo a check also on expenditure 
when you have to face the Council. 

The PrcsUlcnf. Q.— Tu the last paragraph you say that “the idea of 
taxing land on tlio basis of its capital value does not connnond itself to us.” 
Arc you there i-oferi-ing to IMr. Y. K. Eamauujachariar’s hook? 

Dr. Mailmi. A.— We are thinking of a system like that of the Japa- 
nese. 

Q. — You say land valuation will bo difiicnlt to carry out. Will 5 ’our 
criticism still apply if there is a tax on rental value? 

A. — It would be loss difficult to ascertain rental value, 

Q. — There would be a fixed rate of levy? 

A. — ^But what is the advantage of it? 

Q. — All the districts would pay the same rate. At present the luto 
varies with the settlement; nobody can saj’ wlmt the rate would ho. 

Mr. Buraiswami .iyyar. A. — Hut the capital value of land will not be 
uniform. 

Q. — I am speaking of rental value. The rate of taxation may bo fixed 
by the legislature at a certain percentage. 

Dr. Utathai. A. — jNfay I know if there is any idea of centralising the 
revenue ? 

Q. — ^The Sottlcmont Officer would make the valuation and the legislature 
would fix the rate. The Collector would apply the rate. Jlr. llnmanuja- 
chariar calculates it as 1 per cent of the capital value. 

A. — I do not know if it would make very much difference from the 
present position. Can’t you have uniformity even in the present sj’stem l)y 
equalizing the districts? 

Q. — The districts settled cai'lier would always be paying less, owing to 
the differences in the commutation rates. 

Dr. Mathal. A. — How do you estimate your rental value? 

Q. — have not gone into the question. 

A. — ^You have got a small landlord who cultivates his own farm. How 
do you estimate the rental value? 

Q. — From the rent the tenants would pay for that land. 

A. — If you estimate from the profits he gets out of land, you are practi- 
cally carrying out the same process as the present settlement. 

Q. — ^You will pay a uniform rate of tax, whereas at present you pay a 
rate which depends upon the idiosyncra.sy of the Board of Bevenuo and 
the Settlement Officer. 

Mr. Buraiswami Ayyar. A.— Even then the idio.syncra,sy would come 
in in the matter of valuation. 


Q. — To some extent. 

A. — ^How would you apply .such a scheme? 


Q.— You would apply it to districts as they“Tell in, and ultimately the 
whole province comes in. 

Mr. Buraiswami Ayyar. A.— Unless it is done at the same time vou 
will not have uniformity. ’ 

Q. — At present you can never get it at all. 

Dr. Matliai. A. We do uot think that lack of uniformity is the most 
unuortaut objection to the present system. 
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Diwan Bahadur J. VENKATANABAYANA IffAYUDU, B.A., B.B., 
Inspector-General of Registration and Registrar of Joint Stock 
Companies, Madras, was next examined. 


Written memorandum, of Mr. Venkatanarayana Uayndu. 

I 

ds iJic Inspector-General of Begisiration, Madras. 

Q. o8i — The Indian Stamp Act is a revenue law which enters largely 
into the business transactions of daily life. Its operation is more or less 
automatic in that its aijplication is left to the people themselves. It is 
therefore Jieeessary that the working of the Act should be as clear as 
possible, so that the jDeoijle maj' thoroughly understand the obligations 
which rest upon them. Tlie ju-inciples underlying the Indian Act having 
presumably been borrowed from the English Act, any departure made to 
suit Indian conditions should necessarily take account of those principles. 

Commei'cial transactions, for example, are lightly taxed, compared with 
others, in accordance with the British practice, and an undue enhancement 
of the Indian duties in this respect is out of the question, in view of 
the international character of commerce, and the comparativelj' slow iJi’o- 
gress made by it in this country. 

The duties on transactions relating to property are rather heavy, a-nd 
if a further increase is sought to be effected in these duties the question 
of undervaluation of i)ropert 5 ' or distortion of transactions, or both, will 
have to be faced in all seriousne.ss. There is already section 27 of the 
Stamp Act which shows which waj' the wind blows ; for it requires that 
the facts affecting the stamp _ duty .should be fullj' and truly set forth 
in instruments. The State is, no doubt, entitled to a share in the 
periodical rise in the value of laiid ; but such improvement is partly the 
result of the disproportionate demand therefor, as a form of investment’ 
consequent on the sIoav development of trade and industry and' the lack 
of public confidence in business enterprises. There should, therefore, bo a 
limit to the stamp duties levied on this form of investment, which is resorted 
to by the 'i^eople. not .so much for the income it yields as for the element 
of safety present in it. 

_ The Stamp Act was an all-India measure till the 1st April 1922. From 
that date, an enhanced scale of duties has been introduced in this Pi’esi- 
dency to meet the general deficit; but this has inevitably led to a diffei’enee 
in rates throughout India,_ necessitating the le-^' of the balance, where 
necessary. The disparity in the scale of duties, however, is bound, in 
the long run, to affect the free course of ti-ansactions as between one 
province and another, and it is to_ be hoped that the incidence of the 
duties will once more be equalised in all the imovinces so soon as their 
financial position is restored. 

Q. 93. — Strictly speaking,' the registrqtion- fees levied should not 
be higher than the sum required for meeting the cost of the registration 
staff including pensions, cost of stationer}', bxiildings, etc., a margin being 
of course provided as a safeguard against _ the variations in the receipts 
consequent oJi the fluctuations in registrations. The service rendered by 
the Registration Department mainly consists in the creation of evidence 
of title in respect or transactions relating to land, but the agency which 
records the transfer of revenue registry in respect thereof is divorced 
from that which registers transactions generally. Consequently, neither 
record can be said to be complete in itself; but opinions differ as to the 
feasibility of co-ordination of both the agencies so as to secure a registry 
of each and every transaction. " The registering public incur, all the same, 
a double expenditure in consequence of the dual nature of the agency 
emijlo.vcd. ‘flntil, therefore, a self-contained .system of regi.stry can be 
introduced, registration fees should be so regulated as not to exceed 
reasonable limits, the same being 'regarded not as a tax expected to yield 
a surplus to Government for utilizatiojr for their own purposes, but as 
a remuneration for the_ services rendered which benefit both the Govern- 
ment and the public alike. 
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li'or thoso and oilier reasons, the “Govornnicni of India lias rppealcclly 
affirmed that the ‘llegistration Department lias not been established for 
the purpose of realizing a profit to the Government, but in order to soeuro 
a hotter record of title in land and bettor ovidouco ol nionotai-y transac- 
tions among the people’ and has constantly impressed upon all Local Govern- 
mcnls ‘the need for devoting the surplus in their hands (after meeting 
.ponsiou and other indirect charges) to providing facilities for registration’.” 

It has accordingly been the practice to utilize in a largo measure the 
surplus derived from registration receijits, partly for opening new olliccs 
which have the effect of reducing the distances the parties have to travel 
for getting tlioir documents registered and partly for improving the pro'>- 
pects of men who, hy dint of hard and honest work, have contributed to 
the surplus. 

With the termination of the Great War, hoivoVcr, has come the in- 
evitable demand for economy and i-etrenchmcnt from all sides, buc it 
has not been found feasible to reduce the number of e.\isting registration 
offices or the size of district charges, both courses being considered to bo detri- 
mental to the public as well as to the department, 'I'lio allernativo has 
consequently been adojitod of raising, with elfect fiom the 1st lilarch 
1922, the scale of fees lor the registration of documents of value exceed- 
ing J?s. 109, so as to leave uiitoitclicd the jmorer classes who have generally 
recourse to transactions of lower values. It is not, however, a question 
of finding iunds for the llegistration Department wliieli remains scll- 
siifficiont, but of pooling the income of this and other departments with a 
view to cope with tlio general financial crisis. 

■fhe enhancement of registration fees for sneli n iinrjiose marks, of 
course, a definite departure from the timo-hononred •iirineijilc that only 
so much sum should ho collected hy way of fees as .should ordinarily .suffice 
to meet the requirements of the department. Indications of the coming 
change, however, were not wanting even in previous yc.nv.s, hut they lacked 
an authoritative proiiouucomout. While .sujiportiug in a measure, the 
unavoidable change, however, the Hon’hlc the ^linister for Ldneation, 
stated as under in tlic course of a discussion in tlic Local Legislative Council 
in March 1924: — 

. Wo had to raise Iho fees, as a matter of obligation 
to the general finances of the Stale, luid nob out of the necessity for seeing 
that the department was solf-supiiorting. T may add that 1 my.self do not 
see any particular reason why wo .should maintain the present rates when 
the finances are in a hotter condition. My own idea of the department 
is, as Honourable iMcmhers arc aware, that we .should maintain it for the 
convenience of the rural population and open new ofliccs when iicoplo make 
applications for them ” 

The financial position, of the Presidency being Avhat it is, a reduction 
of the present scale of registration fees is out of tho question at present, 
but there can ho no two opinions as to tho soundness of the principle laid 
down by the Government of India, having regard to the obligations which 
rest upon tho Local Government to make registration easy and po]iular, to 
inlrodnco a complete record of registry and to bring ‘ tho prospects of 
the ipen in the department intp lino with those obtaining olscwhoro. TIkw 
reforms may he taken in hand and pushed on, once tlio financial stability 
of the province is restored, in response to the doinand of the public that 
the fees levied should be spent for purposes for whicli they are primarily 
intended. 


. Q- The levy of uniform stamp duties and tlic central administra- 

tion thereof ought to he commended for reasons given in my answer to 
Q. 88. K the lei^' of stamp duties at varying rates cannot, for financial 
reasons, be altogether dispensed with, the apprehended transfer of business 
from one province to another will affect not the transactions aflecting 
iinniovahle property hut those relating to movable proporiv, money included 


Even when a tax is uncliaiiging iji its iiicidciico, a division of its pro- 
ceeds hotwceii tlm Central and Provincial Govorninents genorally eroiisos 
provincial jealousies; and these will he all the more intensified in the caso 
of stamp duties levied at varying rates in different parts of tho country. 
A further obstacle to tho allocation of the proceeds lies in the varying 
income derived, not from one, hut from several taxes in the .same province 
whole the land revenue to mention only one instance — exceeds the revenue 


from income-tax and vice versa. • In the cireumstauceSj it will not I)e_ equi- 
table to take a particular tax bj' itself for the purpose of making a 
tlivisioii of its proceeds. 

The alternative seems to bo to iiool all the resources which arc laid 
under contribution by the Government of India before deciding upon a 
division of the income from a particular tax or taxes. At the same time, 
the question will .have to be considered, whether in view of an increasing 
share of central revenue dema7Kled bj' Provincial Governments in the past, 
the Government of India should not eoijfinc itself to a few taxes and appro- 
priate the whole of the proceeds thei-clrom,' leaving the Local Governments 
lo utilize the entire revenue doj-ived from other sources. 

The foregoing considerations Jiiore or less apply to judicial stamps. 

11 

As the llegistrar of Joint-Stoclc Comixniies, Madras. 

Q. 88. — India being industrially backward, the stamx^ duties on companies 
may remain 'what they arc at present; but .should it at all bo considered 
necessary to raise them in view of the growing financial Jiecds of the country, 
the following siiggestions may be examined; — 

Comxiaring the incidence of duties and fees payable in the matter ol 
registration of companies in England with that in India, it is seen, in 
the first place, that the stamp duty payable here in India is far less than 
that payable in England. In England the memorandum of association and 
the articles of association have each to bear a deed stamp of 10 shillings 
and, in addition to these, in resfiect of limited comxianies' an ad valorem 
stamp duty is also imposed on the nominal capital at the rate of *£1 
for each £100 or portion of £100 and the dike upon any registered inci-ease 
of capital fsection 112 of the Engli.sh Stamp Act, 1891, as amended by 
section 7 or the Finance Act, 1899, and section 39 • of the Finance Act 
1920 — 10 and 11 Geo. 5 cap. 18). The form of the statement of nominal 
capital is enclosed (Anne.xuro I). Here, in India no such statement of 
nominal capital is required to be filed with the llegistrar of Companies, 
and the only stamp duty payable is Its. 30 on the memorandum of associa- 
tion, and Es. 50 on the articles of association (Articles 9 and 32 of the 
Madras Stamp Amendment Act, 1922). As the duty in force in England 
on the nominal capital of limited comxranies is ad valorem, the imposition of 
a similar duty here will not affect companies with small share capital and 
companies of magnitude should be able to bear the proportionate duty. 
Having regard, however, to the fact that the .conditions in India are not 
so favourable as in England, a duty of two annas for every Rs. 100 of 
nominal share capital may be imposed, and a reduction may be made in 
the stamp dnty payable on- the memorandum and articles of association 
which is only 10 shillings in England, but which is Rs. 30, and Rs. 50 here 
in the Madras Presidency. The duty on these two documents may there- 
fore be reduced to Rs. 10 each. _ The effect of the above suggestions is 
illustrated in Annexure II and it will be seen therefrom that the stamp duty 
increases proportionately with the increase in the nominal capital. 

Secondly, as i-cgards registration fees, the fee payable according to 
Table B of the Indian Companies Act, 1913, is heavier than that payable 
according to Tabic B of the Comi>anics (Consolidation) Act, 1908, as will 
bo seen from the following figures; — 


Capital. 

Registration fee 
in India. 

Registration fee in 
England. 

Eb, 20,000 (£1,333-6-8) 

. , Rs. 40 

Rs. 30 (£2) 

„ 30,000 (£2,000) 

.. „ 60 

„ 30 (£2) 

„ 76,000 (£5,000)' 

. . „ 115 . . 

„ 76 (£5) 

„ 1,50,000 (£10,000) . . 

„ 150 

„ 93-12-0 (£6-5-0) 

„ 15,00,000 (£100,000) 

.. „ 625 .. 

„ 431-1-0 (£28-15-0) 

„ 30,00,000 (£200,000) ■ 

.. „ 775 .. 

„ 606-4-0 (£33-16-0) 

„ 75,00,000 (£500,000) 

.. „ 1,000 

„ 731-1-0 (£t8-15-0) 

ilaximum fee . . 

„ 1,000 

„ 760-0-0 (£60) 


* Prior to 29th April 1920 (vide section 39 of the Finance Act, 1920) 
this duty was only 5 shillings for every £100. 



in order that the present scale of fees levied on the capitai of colnijlluies 
may not hainijer the growth of smaller concerns among them, it is desirable 
that it should be brought into line -with the scale in the English Act. 
The scale <^iven in Table B in the First Schedule may accordingly be 
revised so as to accord with Table Ji in English Companies (Consolidation) 
Act, 1908— Rs. 15 being taken as equivalent to £1. 

The revision of the scale of stamp duty and registration fees as sug- 
gested above, whilst increasing the stamp revenue, will not in any way 
fetter the growth of joint-stock companies, the revision being unfelt in 
the case of smaller concerns and bea’rable in the case of the bigger ones — 
vide Annexure 111. The actual figures worked out on' the basis of the fore- 
going proposals for the year 1923-24 show a surplus of Rs. 27,476 under 
stamp duties and registration fees put together — vide Annexure IV. 

Q, 91. — Except in the case of well-managed companies, it appears 
that deeds effecting transfer of shares are in inany cases not stamped either 
intentionallj', or oiving to ignorance or indifference on -the part of tiie 
company officers. Such cases usually remain undetected, since the chances 
of the transfer deeds being filed before a publie officer are few and far 
between. The best remedy for such evasion aiipears to be to add a 
provision in the Indian Companies Act, 1913, requiring that a return in 
the foi’in annexed (Annexure V) of cases of transfers of shares in the case 
of everj' comiiany having share caiiital, rvhether public or private, should 
bo filed with the Registrar within a month from the date of registration 
of transfer as in the case of the return of allotment (section 104), such 
statements being accompanied hj’ the original transfer deeds ooncerned 
Avhich will be i-eturned to the companj' after inspection bj’ the Registrar. 
This provision will impress on companies the duty of seeing that the 
transfer deeds are properly stamped, since insufficiently stamped transfer 
deeds will be impounded by the Registrar at the time of* his scrutiny. 

The institution of this return has also the advanta.ge of being found 
helpful to the ]niblic, as it will enable the Registrar’s office to keep always 
an up-to-date list of the shareholders of a registered company. As the 
law stands at jiresent, transfers of shares are requii-ed to be entered only 
in -the annval list of members and summary filed under section 32 of the 
Indian Companies Act, 1913. and there is no up-to-date information as 
regards transfers effected during the period intervening between the filing 
of any two lists of members. 

Tn case it is not considered expedient to make any new provision in 
the matter, the object in view, viz., that of ensuring that deeds of transfers 
of shares are got duly stamped, can be achieved also by adding an additional 
footnote to Form E of the schedule III to the Indian Companies Act, 1913, 
to the following effect : — 

“The original deeds connected with the transfers of shares noted in 
columns 7 to 10 of the list should be attached for the Registrar’s inspection 
and return.” 

Such an alteration of the forms in the schedule HI is permitted bv 
section 151 (2) of the Act. 

The scrutiny of transfer deeds will inevitably add to the Avork of tlie 
companies department; and failing the remedies suggested above, a deela- 
ratiop may be caused to be added in the annual list of members to show 
that the deeds in question have all been duly stamped. 
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AlTNEXtJRE I. 


COMPAKY lilMITED BY SHAPES. 

Statement of the Nominal Gaiiilal of Limited. 

Pursuant to seotion 112 of the Stamp Act, 1891, as amended by section 39 of the 
Finance Act, 1920. 

The Nominal Capital 

of 


Limited 

is pounds, divided into shares 

of ^ each. 

Signature 


Dated the 


day of 
192 . 


Description 


Note. — ^This statement should he signed hy an otUeer of the company and lodged 
with the memorandum of association and other documents when applying for registration 
of the company. 
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ANNEXURE T. 


Betn]-n of Transfers of Shares. 

The Indian Co^npanies Act, 1913. 

(Section .) 

(To be filed with the Begistrar Avithin one month after the, 
transfer is registered.) 

BctTirn of Iranfafers (a) from the of 192 to 

the of 192 of the (^) 

Made pnrsnant to section 


Name of liansfcior 

Name of tinnsferee 

with address 

with address and 

and occupation. 

oeeupation. 

(1) i 

f2) 

. T 


.. ( 



Numher ofshaicB 
tiansferied. 

iHate of icgis- 
tiation of 

Oidiiiaiy. 

Piefeienee. 

t'.nngfei. 

(3) 

(<) 

(6) 

! 

1 

1 




Note. — («) In inaWng a retuin of tiansfeiB under section of the Indian Com- 

panies Aot, 1913, it is to he noted that — 

1. When a return inoludes several transfers made on different dates, 
the actual dates of only the first and Iasi of such transfer b should he entered at the top 
of the front page arrd the registration of the return bhould he effected ■within one month 
of the first date. 

2. "When a retuin relates to one transfer only, made on One particular 
date, the date only should he inseited, and the spaces for the second date struoh out, and 
the ‘ made ’ suhstituted for the ■word ‘ frem ’ after the -word ‘ transfers ’ ahove, 

{b) Here insert name of company. 


Mr. Venkatanarayaua ITayttdti gave oral evidence as follows 

Sir Percy Thompson. Q. — ^Iii the fourth paragrairh of your reply to Q. 88 
you say that the disparity in the scale of duties is bound in the long run to 
affect the free course of transactions as betrveeu one province and another, 
and it is to be hoped that the incidence of the duties ■will once more be 
equalised irr all the provinces so soon as their financial irosition is restored. 
Can you do that except by making stamps a central subject .P 

A. — Stamps should be iirade unifoi-m. 

Q. — ^And the onlj- was’ you can make it uniform is by making it a 
central subject P 

A.— Yes. 

Q. — Is that a desirable thing, in your view? 

A. — ^In these days Avhen there is the cry for provincial autonomy, if 
you take that measure, I think it may be a retrograde step. 

Q. — ^You say you are going in the direction of provincial autonomy. 
By advocating this method, will j'ou be going in that direction? 

A. — The Legislative Councils are clamouring for more powers oA'^er -the 
subjects affecting taxation. . - _ - 
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Q. — ^If they are claiming and get these iJowers in regard to the rates 
of stamp duty, rvhat is there to prevent them from liardng different rates in 
every province of the country p One province which wants more revenue 
may say ‘we will double it’. 

— Some sort of control may be vested in the Governor-General. 

Q— If you have that control, is that autonomy P 

A. — ^It may not be. I am in favour of making these rates uniform and 
removing all inequalities. At the same time, 1 am doubtful whether it 
would bo in consonance with the spirit of the times. Therefore, the nuisance 
of differing stamp duties is inevitable. But there is a limit, .If a provincial 
legislature passed an Act doubling the i^resent stainj) duties, 1 think tlic 
p^ple would raise a hue and cry and that Act would be repealed in no time. 

Q, — ^The trouble will then bo what provinces are to come into lino. 

A. — As far as the people arc concerned, they don’t trouble themselves 
with the rates prevailing in otlier places. They generally do not have a 
comparative idea of things. As long as they find that they are not heavily 
taxed themsqlves, they don’t worry about the -rates elsewhere. 

Q. — ^In the next paragraph I do not quite understand the difference 
between the functions of the registration department and those of the 
agency which records the transfer of revenue registry. 

A. — It is the revenue department, which maintains the settlement 
registers and other connected revenue accounts. 

Q. — ^IVhat does the registration department dop 

A. — As soon as the transfer document is presented, if it is absolute, the 
registering otiicer requires the party to submit a transfer apiilication in 
order that the name of the purchaser may be entered in the revenue accounts. 
The forms are filled up in the presence of the officer, and he attests them 
and sends them on to the revenue department. The business of the 
registration department is to keep the record of the document in the 
transcription volumes. 

Q. — That is the evidence of the salep 

A. — Yes. Then it has got to go to the revenue department. Jt is only for 
the purpose of keeping the revenue accounts up to date that this thing is 
done, otherwise, the seller continues to be shown in those accounts as tne 
pattadar. In order that the name of the seller may be removed, this 
application is taken from the executor. 

Q. — ^\S’^hy not amalgamate the registration and the revenue departments P 

- A. — Sir Charles Todhunter knows that we have been trying to reform in 
this direction, and we have been partly successful. But for some reason or 
other, the revenue department is very apprehensive in regard to the success 
of the sclieme and tfieretore they have not consented to itj nevertheless, -the 
registration department, as far as it is concerned, is trying to do its best, 

Q. — ^What are the difficulties P 

A.-y-The main difficulty comes in the subdiA'isioii of holdings. 
Supposing one full holding is transferred, there ivill be no difficulty, but rvlien 
portions of the holding are transferred the difficulty comes in, as unless tlie 
subdivision is effected by the revenue department, the new holdings cannot bo 
recognised as units. Anotiicr difficulty is that udieii parties appear before 
the registration officer, unless the registration officer himself has poiver to make 
enquiries in the villages, he ivill not bo in a position to order the transfer 
in the revenue accounts. That poiver is now vested in the revenue 
subordinates, and that cannot be transferred to the registration officei's who 
are stationary, and ivho may not be in a jiosition to make any local enquiries. 

Q" — ^Why not make over the functions of the registration depaitinont 
to the revenue department? 

A. — ^That Avas tried long ago. Until 1875 or so the registration officers 
were the Tahsildars or Deputy Tahsildars and the inspecting officers were the 
Deputy Collectors or the Assistant Collectors, and the officer responsible for 
the whole registration department Avas the Collector himself. But later on, 
it Avas found A'ery difficult for these officers to discharge those duties. When 
the registration work was in its initial stages, they Avere able to do it during 
their tours. But later oh, they Avere not able to do the Avork; therefore 
a separate department Avas organised. 
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Q. — Suroly they can do the work if Iho revenue departineui had not 
only its i)rcseni staff, but additional staff equivalent to that of the 
registx-atiou department ? 

A. — ^Yes, some additional staff ivas given in the shape of some extra 
clerics, but the work was not done efficiently and therefore that system was 
found to be a failnre, and this system of having a separate department 
manned by separate officeis who are classed as District Registrars and 
Sub-Registrars has been found necessary. 

Q. — ^Now you try* to work the_ other way; devolving the functions of the 
revenue department on to the registration officers? 

A. — ^Xot all the functions, Imt the functions in regal’d to the transfer 
of lands. Now wo have greater facilities to maintain the record of title 
in our office. The revenue officers have not got that facility'. 

The Fresident. Q. — You will index all the transactions relating to each 
survey number? 

A. — ^Yes, we write mi a record of each holding from the revenue chiitu 
Inara B register on the one side, and all the transactions which affect those 
lands are ledgered opposite the survey helds comprising the holding.. Absolute 
transfer of lands from one patfa to another are shown separately and 
distinguished from transactions of an ephemeral character snch as mort- 
gages, leases, etc. This enables us to grant encumbrance certificates very 
readily', whereas it would take about a week or so to collect the same 
information from the indexes uiaintained separately' for each y'ear. According 
to tlio new system, it will take only' a coujile of minutes to grant an encum- 
brance certificate. Supposing under the old system an intending purchaser 
wants to find out whether tlie land is free or not, he applies to the i-egistra- 
tion department for getting an encumbrance certificate, and then we take 
a week or so. As soon as we give him the certificate, he gets the deed 
executed. But under the new scheme which has been ordered to be intro- 
duced as an experiment in this district and Tinnevelly district, the pur- 
chaser simply goes to the registration office, pays the fees, looks into the 
register, satisfies himself with regard to the "existence or otherwise oi 
encumbrances, draws up a deed of sale and registers it then and there. 

Q. — This means that registration of transfers bolow the value of Rs. 100 
will have to be compulsory. 

A. — Yes. T'hat will materially help the accurate preparation of the 
record. 

Q. — You give a quotation at the top of page 20 of your written state- 
uioiit; could yon give us its source? 

A. — That is Ironi the Govoriimeiit of India’s circular that has been 
communicated to the Local Governments. 

Q. — Could you give us the reference? 

A. — I will send it on to the Secretary. 

Sir Percy Thoni 2 }Son. Q. — ^You say in 1923-1924, the actual figures show 
a surplus of Rs. 27,476 under stamp duties and registration fees put together. 
Has that iiosition been altered now? 

A. — ^No. They have been clamouring for the reduction in the Council, 
but the consideration of the question has been xiromised. 

Q. — ^The fees arc lecoguised to be too high? 

A.— Yes, 

Q. — The enhancement is supposed to bo a temporary measure? 

A. — ^Yes. 

Q. — ^Have you examined tho effect of those cnhanccmouts in jiarticular 
cases? 

A.— Yes. 

Q, — ^Is there any' evidence that it deters people from registering their 
documents P 

A. — To some extent it does. I have prejiared a statement to show that it 
has affected to some extent the number of registrations. Here is the 
comparative statement, which .shows the general financial effect of the 
raising of the registration fees. 
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0 —Can you "ive us piirticulars of individual cases, particularly of inlis, 
because the fee is“an indirect duty on testamentary documentB? 

sliall have a statement prepared and send it on to the Committee. 

Q ^Reo'arding the question of stamp dutj’', etc., you say that “the 

alternative °seems to bo to pool all the resources which are laid under 
coutvibution by the Government of India before deciding upon a division of 
the income from a particular tax or taxes.” I do not quite understand 
ivhat you mean by it. 

A.— The revenue from all the provincial subjects may be added together, 
certain proportion which has to be paid to the Goieinment of India 
may be determined. 

Q.— That means the e.xisting system? 

A. — ^Yes. That is the present arrangement. 

Q. — It is not an alternative to the existing syslomp 

A. — ^No. 

Q. — You advocate a duty of two aimas for every lls. 100 of nominal 
share capital as in England. The two annas which you propose work out 
at oiie-eiglitli of tue duty. 

A. — No, I have said one-eighth per cent. 

Q. — The duty in England used to be 1 per cent, and this is, really 
siieaking, a war measure, and therefore it is likely to be .reduced. You would 
reduce tlio fixed fees, and the stamp duty imyable on the IMemoranduni and 
Articles of Association, which is only 10 shillings in England but which is 
Es, 30 and Es. 50 here.!' 

A. — ^Yes, 1 consider Es. 30 rather too high. 

Q. — ^Have you any idea what revenue it will produce? 

A. — have prepared a statement. The financial efifect would be' that 
there will be an excess revenue of Es. 27,476 froin companies in Madras. 
Annexure No. IV attached to my written statement will show this. 

Dr, Pqranjpye, Q. — AVhat is the total income from the companies 
registered ? ' 

A. — The fee for registration of companies comes to about Es. 16,143. I 
have given this also in my statement. 

Sir Percy Thompson. Q. — Is it a practice in Madras for companies to 
register with a great deal more nominal capital than they are actually 
working with ? 

A. — ^Yes. 

1^. — You think that the tendency to show this nominal capital ■\vould be 
checked by your suggestion? 

A. — ^Yes, it will have some wholesome clfect. 

Dr. Paranjpyc. Q. — Especially with regard to insurance companies? 

A.— Yes. 

Sir Percy Thompson. Q.— Eut then you may not get as liiuch as 
lls. 27,000. 

^It may be. It might make some difference, but not a very material 
difference. 


Q. Iheu with regard to duty on shares, you saj’ there is evasion of 
.stamp duty on the transfer of shares, etc. Your suggestion is that a 
return \B. ■feli© o4 o¥ i^raiisJors oif sTiiai'cs in-iilie c^isg ot 

every company should be filed with the Eegistrar. Do you nreau, annually? 

Everj time the transfer takes place. If the company sends a 
return of transfer to the Eegistrar, he will scrutinise the transfer with 
reference to the u-ansfer deeds. 


Q. — ^Is it not a cumbrous procedure? 

every allotment that is made by the company, we get a 
statement from the company and we do not find any difiiculty at all. 

, . simpler way of doing it will be to require every transfer to 

ba adjudicated before its registration. ^ 

A. — But that it will be a hardship. 



Q.— Why so ? 

A. — ^Because tliey do not know wlmt stamp -duty they liave to pay for 
transfers. 

Q. — Getting of adjudication of stamp duty will he a simple matter. Wlij' 
should you put the onus on the Eegistrar of the Company, why not on the 
transferee ? 

A. — I was proposing the same procedure as is adopted in ordinary . 
registration. When a stamped docum^t is filed before the Eegistrnr and it 
is nnderstamped, he impounds the docxnnent. 

Q. — You have power to examine these transfers in the office of the 
company P I thought vou nTeant to examine these transfers at the office of 
the comp'any. 

A. — ^No, they are filed along with other documents, such as ordinary 
mortgage deeds, and thev will be examined in our office. 

Q. — ^If they are filed, you can check the stainj) duty? 

A.— Yes, 

Q. — do you want this i-eturn? 

A. — ^We do want the return along until the transfer deeds. We do not 
otherwise sec the transfei's at all excpjit in the annual list. 

Q. — ^Is the registration department entitled to look into the books of any 
company to see xrhether the proper stamp duty is paid or not? 

A. — ^We have no power to overhaul these records to see whether the 
proper stamp duty has been jiaid or not. 

Q. — Suppose you have the power to inspect the office of the companies? 

A. — ^Tliat will entail a good deal of establishment. 

Q. — ^lu England we have got that power. 

A. — ^Here, wc have not got those iiowers. 

Q. — cannot sec how it is justifiable if you have a registrar xvho is 
doing this work and to give the company the trouble of sending the return 
to you, I should have thought, if j’ou have power to go from time to time 
where there is any suspicion and inspect the transfers to see whether they 
are properly stamped or not, it is sufficient for your pui'pose. 

A. — ^Even then, we can do that only in the case of few companies, 
which ■will require a larger number of officers. Whereas, as the depart- 
ment at xiresent constituted, there is only one District Registrar for the 
whole • district. 

Q. — I should have thought the total time involved in visiting the offices 
from time to time would be less when compared to the time involved in your 
scheme. 

A. — I do not think so. 

T/ie President. Q. — Have yoxi .studied the principles underlying the 
rates of stamp dut.y and registration fees? 

A. — I invite your kind attention to page 194 of the Indian Stamp 
Slanual, I have studied the instructions, and have some suggestions to 
make. Please see paragraph 80, instrument of hypothecation of movable 
property, where such hypothecation is made by way of security for the 
repayment of monev. These hyxxothecations are filed by companies under 
section 109 of the Indian Companies Act. Yliere they are attested, they 
are subject to staiu]) duty, and where they are not attested, they are 
exempted from stamp duty under the Government of India Circular, 387 P, 
dated the 14th February 1918, page 197 of the Madras Stamp Manual. 

I cannot understand the principle under which they are exemixted. 

Q. — ^How does that circular derive its legal sanction? 

A. — It is a notification under the Act. 

t * 

Q. — ^You do not understand why there should be anj" distinction? 

A. — No, Sir. My suggestion is that they should not be exempted whether 
they are attested or unattested. 

Another suggestion which I want to make is this. Newly formed 
companies very often take over going concerns and the property so acquired 
consists generally of goods, good-will and other assets and usually the 
considbration for such purchase is the allotment to the vendors of shares 
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eauil to the value of the property taken over The agreement evidencing 
^ 1 is ffonerallv staiuped now with twelve annas stamp, Article 

ITc S A i 1 “ sUp (Amentoct) Act, 1S22, l„.t .wlioi-,, it 

is Sear on the face of the document that it is not a mere agreement hut 
a regular conveyance, full duty at conveyance rates m levied. To quote a- 
snemfic instance, uie firm of M. Tt. M. Ramaswami Cliotti was taken over 
bv a newly registered company of the .same name, vm., M, R. M. Rnnia- 
sL ni Chetti and Company, Limited. The particular.s of contract evidoncmg 
this transfer wore recorded on a twelve annas stamp paper but both the 
Cnilcctor 'and the Revenue Board hold that the contract was a conveyance 
and should bear a stamp duty of Rs. l,o22-8-0. As the agreement pertains 
to initial allotment of shares it cannot .strictly;.ho viewed as an agreement 
for sale of shares stampable under Article 4 (b) of the JMadras Stamp 
Amendment Act, 1922. In my note T have therofore suggested that special 
provision should be made in the schedule in regard to the stamp duty on 
agreements of the kind in question. 


Mr. C. GOPAEA KENOIT, Madras, was next examined. 


Written memorandum of Mr. Gopala Menon, 

Incidence of Taxation, 

Q. 1. — Annexure A-2 (i) — The estimate of areas sown. — In this Presidency 
this is ascertained on the rejiorts mostlj' of the village ofBcials which are 
off and on checked by the Revenue Inspector and probably also by the 
Tahsildar. The experience is that the Settlement being made once in .SO 
years, they only rely upon the figures obtained at the time of Survey and 
Settlement and are indifferent to make periodical revisions, except, perhaps 
in the case of second crop. 

To judge the estimate of outturn by the areas sown instead of the 
actual oiitturn is particularly a hai’dship especially when in all the iiarts of 
the Presidency there ai'o not sufBciont irrigation facilities. 

(ii) The estimate of normal crop. — The present method of obtaining 
the estimate of normal crop by arbitrarily taking nji isolated plots culti- 
vated and arriving at the normal crop return is unreliable. In the first 
place the area selected often is not typical at all of the tract; in the 
second place, it is cultivated under the best conditions and with the best 
appliances with the help of export advice from tlio Agricultural Department 
such as manure, rotation, otc. In the third iilaco whak are called normal 
conditions do not exist at all, at all times and in all places. The crop 
returns obtained on this data by the revenue officials do not form the 
just basis for assessment. 

(iii) The estimate of the crop for the year iased on the 7iormal crop 
estimate. — ^The estimate _ of _ the actual crop being made in terms of the 
normal crop which I criticised above as defective is for that very reason 
unreliable. The method of calculation given in Annexure A for "arriving 
at the actual crop estimate may bo correct, Imt the data upon which the 
calculation is based are, as explained above, inadequate and unreliable. 

In order to remedy the 'defects of the iiresent system of obtaining 
agricultural statistics, T would suggest that the work .should he taken out 
of the hands of the sniiordinato revenue officials, Avho arc more often 
werworked and underpaid, and this_ work should he entrusted to a 
Depai'tmmt of Statistics in all Provincial Governments with especially 
trained itinerant staff who possess the required qualifications for collecting 
such information. 

Q. 2. — Find out the area cultivated for a series of years — ^say'ten — five 
years wilfnot be enough to give the average — the gross income from the areas 
cultivated according to_ the average prices ruling for the same period 
for the different crops in different areas. 

With regard to the. estimates _ arrived at by different economists, the 
wa,r period should not -be taken into account for the reason that extra- 
ordinary factors have operated during those years, that is why it is better 
to take a series of normal years and arrive at the average income. 

Q. 3.— Income-tax retuims are incomplete, as in the first place income 
from land is not assessed in India. Tliere are no death duties in India, 
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Q. 4. — A bill similaz’ to tlie one now introduced in tlie Bombay Legis- 
lative Council referred to in question No.’ 6 may be introduced. In addition 
to this statistics of all employees in all public services together with their 
income may be_ maintained. 1 would also suggest tlie registration of all 
trading companies both private and joint stock. 

Q. 5. — Not worth while. So I will not advocate such legislation. 

Q. 6. — agree to all-India legislation on similar lines. 

Q. 7. — ^This has value because it will give an idea to the Government 
of what the economic condition of the people in this country is, and it 
will help them to impose new taxes after arriving at the probable taxable 
capacity of the country. These estimates in conjunction with_ the estimates 
of familjf budgets^ of all grades of people should form the chief factors for 
determining the incidence of taxation. 

Q. 8. — I wish it were possible to conduct an -economic enquiry with 
reference to each district, if not each village. 

Q. 9. — Agricultural, non-agricultural and professional. To arrive at the 
real incidence we should take into account not only those that pay direct- 
taxes, but also all those that contribute to the State in the form of in- 
direct taxes. Take the taxes paid both direct and indirect and divide 
it by' the total population. 

Non-tax ’Revenue. 

Q. 13. — As the Government commercial undertakings are pioneer in- 
dustries for the purpose of leading the people in the country to undertake 
such concerns, and as they are started only as a model for them to imitate, a 
bare return on the capital invested would be sufficient. The Govern- 
ment should hand over such concerns the moment peojzle themselves are fit 
to i^un such undertakings of their own and .shall not tax them till they 
grow strong and yield a real steady profit. 

No element of tax appears in the ease of (a) but it does in the other 
two cases (b) and (c). 

The policy of Government should be not to make any profit in their" 
commercial concerns as they are so vital for the economic welfare of the 
community. 

Payments for services rendered. 

• / 

Q. 18. — The dues levied for the safety of shipping at a port are only 
indirect taxes levied on the general tax-payer as much as these dues are 
taken into account to arrive at the net value of the goods. 

Q. 19. — Such taxes are imposed for pai-ticular purposes to meet the_ needs 
of particular localities and cannot therefore affect the general incidence 
of taxation and such taxes should not be taken into account in arriving 
at the incidence of taxation generally. ' 

' Q. 20. — Taxes for certain local seiwices which are inevitable for life in the 
locality need not be distinguished from those taxes levied for general 
purposes to arrive at the incidence of taxation for that particular locality. 

„ On the other hand taxes which are quite optional may be omitted. 

€ 

Optional Taxes. 

Q. 21. — ^No taxes should be considered as voluntary because the tax- 
payer’s general tendency is to avoid paying taxes. But at the same time it 
‘ should not be excluded in estimating the burden of taxation. It may be true 
that economists have differed in their view on voluntary and compulsory 
taxation, 'but in these days when it comes to a question of imying taxes 
voluntarily, people would rather try to avoid it than pay. 

Q. 22. — Voluntary taxes are very few. If any, they are taxes on 
luxuries, which are liable to be regulated by the consumer. 

Q. 23. — ^It may be so in the case of tobacco. But the case is different 
with intoxicating liquors as it imposes economic burden. 

■ Q. 24. — r do not opp^ose entertainment taxes. The tax on entertainments 
is a tax on luxury and it is optional also. In- India, railway travelling 
has almost become a necessity and any tax imposed on it will be a tax on 
a necessity of life. 

Q. 25. — Yes. Drinking and non-drinking classes. We .should exclude the' 
excise revenue in estimating the liurden of the non-drinking classes. 

VII— 6 
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General Principle/!. 

Q 26.— The principles emmeinted by Admn Smith are (1) Ability to pay, 
(2) Certainty of the amount, (3) Convenionco of the contributor, (4) Economy 
of taxation : The other suggestion is pmt there should bo equality of 
burden among all classes according to their capacity to pay. 

Incidence on the poorest classes and Poll Tax. 

Q. 27. — Test for exemption is inability to pay. The objection for every 
member of the comniunitj^ to pay’ a tax of some sort is that it is not 
possible to distribute the advantages among all people and charge them in 
proportion. The second suggestion of equality in taxation — all arc equally 
benefited by the State; why should not all pay equally for these advantages. 
The method of equal contribution per head would be impossible, besides 
it is extremely unjust. Therefore wo come to the generally accepted 
principle “ability to pay’’ as the best test for taxation. It may bo assessed 
on property, gross income or net incoine. The | taxatioii may bo pro- 
portionate or progressive. In the first instance, income is taken as the 
standard, and the amount of public burdens regulated by it. Progressive 
taxation is more equitable. 

Q. 28. — Taxation may bo the proper basis for representation, but ns 
universal adult suffrage is the ideal form of representation, capacity to pay 
taxes alone sliould not be taken as the basis foi- franchise. 

Q. 29. — Only direct. 

Q. 30. — No. It is objectionable being a compulsory tax. 

Income-tax. 

Q. 33. — ^Yes. I enclose a statement* giving the rate of increase I suggest 
for different grades of incoine. 

Q. 34. — T prefer the present scheme of graduation, which in my opinion 
is satisfactory. We need not adopt any other scheme of gradation, 

Q. 35. — ^No differentiation necessary. Very difficult to find out. 

Q. 36. — Proceedings of inquisitional nature are necessary and cannot 
be avoided. The only way is to conduct a survey for the purpose or take 
census statistics. 

Q, 37. — Super-tax in 1922 was imposed ns an emergency measure. I 
am of opinion super-tax as such may be abolished but tlic rate on higher 
incomes where super-tax is now imposed may bo increased. 

Q. 38. — I am not in favour of removal of exemption of incomes derived 
from agriculture given under Act 2 of 1886 so long as tho pi^cscnt land 
revenue system is continued. 

I would like to draw a distinction between tho earnings of a farmer 
and the incomes of the absentee landlord in this Presidency. From tho 
latest Census statistics, it will be obseiwed, that tho following is tho pro- 
portion of landowners, tenants and labourers: — 


Distribution of 1000 actval uwi'hers in agriculture. 


Deeoription. 



1921 

1911. 

Non-oulUvating landowners 



49 

23 

Oaltivating landownei-s 

* , 


381 

426 

Non-oultivating tenant 



28 

4 

Cultivating tenant . . 

‘ , . 


225 

207 

Pann servant . . 



109 1 

s'lo 

Field labourer . . 



208 ] 


Q. 39.— I cannot vouchsafe to the correctness of the figures, hut if tho 
system is adopted there will he a substantial additional income to the 
Government and a relief of burden to the poorest classes by taxing agri- 
cultural incomes including those from the permanently-settled lands. 

_ Q. 40.— Most of the income-tax assessees are generally persons wiio live 
111 towns where the cost of living is high. So the limit should not 
bo reduced. 

Q' 41. ^After the introduction of the new system of income-tax control, 
the assessees are furnishing a true statement of their accounts and so there 
is nothing to say against the present system of working. 

Q. 42.— It would he better if accounts are maintained in a standard 
loriu by^ all classes ot people wlieiher private or trading firms whoso incomes 
are subject to income-tax. 


* Not received. 


Q. 44. — The issue of income-tax-free securities is unnecessary. 

Q. 45. — ^Beai'er securities do afford facilities for evasion. So I approve 
of the idea of collecting tax by means of a special stamp duty on coupons. , 

Q. 46.— Yes. 

Q. 47. — prefer on the three years’ average as in England. 

Taxes on consumption. 

Q. 48. — 1. Those who do not contribute direct taxes are the poorest in 
the country and the best way of reaching them would be to tax articles 
of consumption. But in order that their standard of living might not 
be reduced the taxes should be low and on as few articles as possible. 
The taxes on luxuries touch only the higher classes and may be heavier 
but consistent with steadiness of income. 

2. The thing that strikes me is that by putting a tax on smoke or on 
drink at a certain limit, it is i^ossible to increase efficiency if proper control 
is exercised in the sale of those articles. 

3. The idea that luxuries alone should bo taxed relieving necessaries 
altogether is only the ideal but not practicable. It is, however, necessary 
to judiciously impose duty on necessaries as low as possible and tax the 
luxuries as high as is required for revenue purposes. In fact there should 
be a judicious combination of taxes on luxuries and necessaries' of life. 
A tax on necessaries is an inevitable evil. 

Q. 49. — The articles that I would suggest for The purpose of levying 
a moderate excise duty are, (1) Cigarette papers, (2) Coffee, (3) Patent 
medicines, (4) Perfumery, (p) Playing cards, (6) Raw sugar, (7) Petrol, and 
(8) Toilet articles. 

Q. 50. — ^It is good in principle when it can be applied to aiTicles 
like whisky, tobacco, etc., but consum 2 >tion of these articles in this country 
is confined to limited class of people and if a graduated scale of duty is 
levied on certain other articles the trouble and expense involved in collecting 
the duty may not be worth the trouble and expenses involved. 

Salt. 

Q. 51. — The theory of salt duty enunciated in the quotation cannot be 
applied to India where salt is so important an article of food. The 
average income per head of population is hardly sufficient to meet the 
bare necessities of life, and ans^ tax 'on salt would be a real hardship. It 
is fo\md by experience that in years when .there was an increase in duty 
the consumption of salt has declined, and that medical opinion is strongly 
in favour of an irreducible minimum consumption of salt. 

Q. 52. — ^The poor classes in the country have alreadj' been burdened udth 
duties on other articles equally necessary for subsistence, and it is difficult 
to suggest an equivalent article in the place of salt. I do not, however, 
mean that the salt duty should remain. The only solution is that the revenue 
of, say, nearly three crores obtained from salt should be recouped by - re- 
trenchment in other directions. 

Q. 53. — The rate of salt tax in India cannot be compared with those 
in other countries as the figures given relate to the taxation^ per head 
of population and in India it is Rs. 1-4-0 per maund. _ The rate in India is 
considered high as the income per head is comimratively low. 

Q. 54. — ^I prefer Government manufacturing salt and selling at cost 
price. 

Q. 55. — ^Yes. I favour large scale manufacture under Government 
control. 

Q. 56. — I favour- the imposition of a protective duty provided there is 
scope for the development of salt industry. The question of a consumer 
in a particular part of the country need not come in the way of the imposi- 
tion of a general tax -on salt. 

Q. 58 . — 1 advocate the sale of salt by weight throughout the country as 
salt is taxed by the weight. It will also lead to uniformity. Care should 
be taken to prevent adulteration. 

Q. 59 . — ^Yes. As I propose that Government should have the control 
of manufacture, it logically follows that Government should open depots 
for the convenience of the i^ublic. -• 

Q. 60. — ^Yes. 
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Excise on Liquors and Drugs. 

Q. 61— Wo advocate, and ve hopd will succeed in adopting a policy of 
total prohibition at an early date. 

Q 02 I enclose a statement* of the views on the points raised in 

tliis ouestiou submitted to the Government of Madras by the Madras Temper- 
ance League, of which I am one of the Vice-Presidents. 

Q, 03 . accept all the statements except the last one. 

Q. 04 . a measure of taxation the Excise policy in our province may 

bo considered not bad. 

Q. 65.— All rates below Ks. 10 per i)roof gallon are certainly low. It 
is possible to reduce the variety as well as to introduce a uniform rate 
in all the provinces keeping the rates as high as possible with a view to 
get maximum revenue and reduce consumption. 

Q. 00 . — j (lo not believe. The increase in illicit iiroduction, if there bo, 
is not due to increased rates. 

Q. 67. — ^Locally-made liquors may be taxed at the tariff rate and if 
deemed necessary the restrictions now imposed may bo relaxed. 

Q. 68 .— Yes. 

Q. 09 . — Transportation of foreign liquor from one province to another 
should be permitted under special licenses which niust be suljjcct to duty 
Avbcn transported. 

Q. 70. — Freshly drawn sweet toddy as is known in this presidency is 
not taxed, for it is not an intoxicating drink. 

Q. 71. — am for a uniform high and i)robibitive rate, as mj’ idea is 
total ijrohibitiou of these articles. 

Q. 73. — From the point of view of taxation it is a satisfactory method. 

Q. 74. — It is true that the restriction in the number of licenses has 
to some extent resulted in the increase in the value of those remaining 
shops. But the advantages gained ai-e not the same as those resulting from 
monopoly. 

Q. 75. — It is necessary to arrive at some sort of uniformity. I believe 
it is ijossiblc to do so. 

Customs. 

Q. 78. — Leaving out the question of protection, tariff should be imposed 
on as many imports as possible to enable Government to get adequate 
revenue and also to relievo the consumers paying higher prices if tariff 
is imposed on a few articles, which must iiecessarilj’ bo ax'ticles of largo 
imports. In any .case articles considered as useful for developing industries 
sudi as machinery, etc., should bear a light tariff. 

Q. 79.- — ^In juy opinion the present x’ates of tariff imposed are sufficiently 
high as compared with the iire-war days. But 1 do not think there have 
been any diminishing returns. As I'egards smuggling it is difficult for 
me to express any opinion. Old rates wore at the rate of 5 per cent on 
imports generally, 1 per cent on iron and steel, but now tlie rates on 
imports are 2J per cent, 10 per cent, 30 per cent, while cotton piece- 
goods, cotton yarn, sugar, petroleum, matches, liquors are taxed at special 
rates. 

Q. 80. — ^As the present tariff rates arc far higher than the tariff in force 
before the W^ar, I do not think any increase can bo made without reducing 
consumption, which must' necessarily affect the revenues from customs 
duties. 

Q. 81. — I would recommend the imposition of ad valorem duty as far as 
possible and bring in it the same grades of articles. To cite an example 
I notice from the Customs tariff list that a specific dutv of 30 per cent ig 
imposed on silk, which is a textile and a duty of 11 per cent ad valorem 
on cotton piece-goods. Silk being a costlier ax-ticle, I do not object to the 
imposition of a higher percentage of duty, but in order to make a 
scientific classification all textiles whether silk or cotton goods should be 
brought under one heading and an ad valorem duty should be imposed. 

. Q’ Export duty can be imj)osed for revenue purpose with advantage 
in the case of oil seeds, tobacco, increased export duty on tea, coffee. I 


* See Annexure on page 40. 
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also recoiinnoncl an export duty on sndi articles in -n'liicli India eiijoys a 
virtiial inonojjoly, say for instance, jute, lac _and its products, manganeso 
and all kinds of manure and oil-cake, tobacco and skins and hides. . 

Q. 83. — I favour ad valorem as far as possible. 

Q. 84. — vould ’ suggest a revision of tariff valuation to be done once 
in six months instead'-, of once in a year to give effect to any fluctuations in 
the market. 

Q. 85. — The only suggestion I have to make is that the appraisers should 
be more in touch with the market. 

Taxes on Transactions, Fees and Licenses, 

Q. 87. — The list of taxes suggested in Anuexure K, cannot be imijosed 
as a substitute to any of the existing taxes though tliej' may be treated 
as additional taxes. 1 suggest taxing betting, entertainmonts, motor cars, 
and safe deposits. ^ ■ 

Q. 89. — ^With regard to judicial proceedings the stamp duty should be 
so 'limited as to pay the cost of the administration of justice only. 

Q. 90. — agree. 

Q. 91. — ^The evasion is mostly in the case of bearer shares, which are 
of course introduced in all iirogressive countries at the i^resent time. 

Q. ' 92.' — Stamp duties, registration fees, court-fees, are collected more 
as taxes than to meet onlj' the expenses for the services rendered. 

Q. 93. — ^This’ stands on a different footing. Fees levied for proceedings 
should be very low so that justice should be within easy reach of even th« 
humblest citizen of the State. Registration fees on the other hand are 
levied only in the case of transactions which are conducted only by those 
who can afford to do them. So a higher sum ca7i be levied. 

Q. 95. — would not raise the existing taxes but would pi-efer to see 
the extension of entertainment tax. 

Land lievenue. 

Q. 96. — iniiie a tax is a compulsory assignment of the wealth of a 
pei-son or a body of persons for the service of the public powers, net rental 
from land in India is in practice rather a relinquishment of part of the 
profits of land by the Government to the landowiaers. 

Q. 97. — ^Yes. _ The land tax certainly affects the prosperity of the cultiva- 
tor, as the land is mostly the only means of his subsistence. Any hicreaso 
in rates of assessment affects his prosperity. Subsidiary occupations are 
rarely followed, agriculture being the main industry in which the whole 
family engages itself. 

Q. 98. — I wholly agree with the first three statements quoted. The 
fourth statement is not wholly true as the persons in eharge of revenue 
collections also discharge other equally important duties, for example, village 
officers in Madras Presidency. 

Q. 99. — ^The inequality referred to is unavoidable as prices differ 
naturally in different places and at different times. This can be avoided by 
taking the average for the period of settlement taking into account only the 
normal years. 

Q. 100. — ^Rs. 2,000 a year is certainly a modest limit for subsistence. It 
is possible to ascertain an agriculturist’s income by the taxing (.fficer 
though this may involve some labour and cost. Fractionization of holdings 
particularly in^ joint families may be the result. 

Q. 101. — ^The idea of imposing a tax to check fractionization is the only 
remedy. The other method that suggests itself to me is some sort of 
legislation against fractionization. 

Q. 102. — The application of the principle enunciated will be highly 
detrimental to the development of agriculture in this country. If a parti- 
cular land gets any benefit from a particular scheme of irrigation, , the ryot 
will be made to pay for the supply of water. For other improvements 
the ryot who takes up the land is mainly responsible and he should certainly 
get all the benefit' even of ownership. As for unearned increment of the 
value of the land if any, may bear a taxation as in all advanced countries. 

Q. 103,-1 strongly support that this field of taxation should be wholly 
transferred to the local authority which would result in the removal of all 
complications in the collection of quitrcnt, ground rent, house tax etc. 



Q. JL04. — 1. This method cannot give exact and real incidence of land 
I’ovenue as even non-agricultnrists are included in the total population. 

2. This method will give only the average amount of land revenue per 
acre of the cultivated area and not the amount paid per capita hy the 
agriculturist. 

3. The soils differ so much and their classification is so_ arbitrary tha^ 
a comparison of the assessments on different soils will not give real compa- 
rative incidence of land revenue. 

4. This also is arbitrary and unreliable as it will be very difficult to 
get exact rents or annual values "particularly in the rural parts of the 
country. 

5. This is ]n-eferable but it is very difficult to arrive at the gross or 
neb produce, which under the present methods adoi^ted by Government 
is not quite satisfactory. But the method of arriving at the average net 
xn-oduce should be bj' allowing for expenses of cultivation, rent,- interest 
on capital, average mortality of cattle and failure of crops. I would add 
that irrigation cess should also be taken into account and then land revenue 
may be expressed as so much percentage of net produce. 

Minerals. 

Q. 105. — No further taxation need be imposed especially as mining is 
a nascent industry in the country and nothing should bo done 1o handicap 
its progress. 

Land Taxation. 

Q. 106. — I agree. 

Q. 107. — I would suggest the inclusion of taxes on advertisements, 
amusements and gambling to bo also brought in under Schedule II. The 
local authorities may be given the discretion to imi^oso any or all the taxes 
mentioned in Schedule II without the previous sanction of the Local 
Government. 

Q. 108. — With regard to house, land tax and land cess, nothing can be 
said against it from an economist’s point of view and they need not bo 
discontinued. . . 

Q. 112. — That owner, /.c., landloi’dj should be held responsible for all 
the taxes. The burden is generally shifted on to the occupier by raising 
the rent. 

Taxes not at present levied in India. 

Q. 119. — I am not in favour of an 5 ' of these taxes mentioned, as wo are 
industrially backward. 

Q. 120. — 1. _ It is a good idea no doubt, but the difficulty of finding 
the size of a joint family which varies even during the same year is very 
great. Moreover, the deductions to be made according to the size of the 
family will need very careful investigation lest any hardship be caused by 
not providing adequately for the family. 

2. I am in favour of income-tax on agricultural incomes by excluding 
agriculturists who are paying land revenue at present below Rs. 250. 

Succession duties. 

Tohaceo monopoly. 

Tax on motor car and other 
vehicles, horses. 

3. Owing to influences of westeni education and modern ideas I believe 
the system of dowry is rapidly disappearing and no tax need be thought of. 

4. I agree to the proposals which are reasonable excepting the universal 
house duty and increment value duty. 

5. I agree to these except the last one, because in India marriage is 
still considered a sacrament and any tax on marriage will be against the 
sentiment of the people. 

6. I don’t agree to the method suggested as it will affect the trade of 
the country. 

Tobacco. 

Q. 121. ^I entirely agree with the views stated. 

Tobacco used for medicinal purposes may be cxemi)ted. 


I I am in favour of a reasonable lax 
on these. 
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Q. 122. — I aclvocato a duty on toB’acco ra'w and manufactured exported 
from tlie country. As regard.s the dutj- on tobacco consumed in the country 
tiie shopkeepers and manufacturers should obtain licenses to deal in tobacco, 
and these license holders mill be under the control of the Excise Department. 

Q. 123. — think the practice adopted in the case of opium may he 
applied here also. 

Q. 129. — No limitation of tax for domestic purposes. 

Q. 132. — propose half the present rate of customs duties as excise 
duties. 

Q. 133. — I am in favour of ad valorem duties. 

Q. 134. — The iiicreaso in the imports of manufactured tobacco is due 
to the increased craving for cigarette smoking. 

I do not think that the local trade in cigars vill be affected very 
much. 

Q. 135. — Except the heedies and certain qualities of cigarette made in 
the country, the rest are all prepared out of imported manufactured toliacco. 

A moderate excise dut 3 ’ for the purpose of i-evenue maj’ bo imposed while 
import duties also may he increased to that extent. 

Q. 136. — ^Yes. I am in favo\ir of (c). 

Duties 071 in/icrifancc or succcssioTi. 

Q. 137. — ^Yes. I agree to the imposition of an inheritance duty. 

Q. 138. — refer to the views contained in the Memorandum of the 
Jfadras Temperance League enclosed, with which I agree. 

Q. 139. — 1. The tax on inheritance should bo graduated and should he 
progressive in time. The rate should increase with the n^imber of times 
the taxed property changes hands by inheritance. 

2. I cannot agree to this view. 

3. I agree- with the view expressed by Prof. Taussig as this will be 
a tax like the income-tax. 

Q. 140. — The schedule of i-ates to be charged in India may he more or 
less the same as in Japan. 

Q. 141. — I am in favour of taxing the share of the property of the 
deceased and the tax should be the first charge and the successors shoiild 
obtain a succession certificate from the court before getting possession of any 
property. 

Q. 142. — ^Yes. It is quite possible. 

Q. 143. — ^I agree with the view expre.ssed by Sir Ja7ne-s Stephen and 
plead for the exemption of small propertj' from the tax. 

Q. 144. — ^By appraising. It is done now in the case of disputed 
succession. 

Q. 145. — The Central Board of Kevenue recently created. 

Q. 146. — ^The exemption limit in my oi>inion should be Rs. 3,000. 

Divisio7i of the P}' 0 ceeds. 

Q. 147. — I am in favour of a combination of the third and the fourth 
method preferably the third only. But in view of my suggestion that the 
inheritance tax should he administered by the central authoritj' as in the 
case of the income-tax, T suggest the combination of both. 

Q. 148. — ^The revenue upon which Central Government now depends is 
more or less of a commercial character, such as Opium, Customs, Income- 
tax, Salt, etc., and so fluctuations are always probable. 

Q. 149. — The basis of separation of revenue is not quite satisfactory. 
The present division must be a handicap now to Bombay and possibly in 
the future to other provinces as well in so far as the Central Government 
takes to itself with the ample and elastic income-tax revenue leaving the less 
elastic source, land revenue, etc., to the Provinces. 

Q. 150. — ^An effective remedy would be_ to _ continue the third method 
coupled with the fourth, the basis of distribution must be in_ certain pro- 
portion dependent not on the increased assessable income as it obtains at 
present, hut on the income assessable itself. If this principle is accepted, 
there will bo no difficultj- for arriving at the rate to be allocated for the 
Provincial ^vernment. 
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Q. 151.— Yes. 

Q. ,152 . — J accept this statement. 

Q. 153. — I do not think tliis is necessary. 

Q. 154.— No. 

Q. 155. — I would like to treat tobacco in the same way as excise. 

Q. 156. — have already suggested that succession duties should he 
centrally administered, I think a division of the proceeds is quite iJracti- 
cable. Central Government may retain the exact cost of collection and ad- 
minstration making over the rest to the Provinces concerned. 

Q. 157. — In 1113 ' opinion similar consideration does not oxi.st in the case 
of stamp duties. With regard to the distinction hotween Judicial and non- 
Judicial stamps, the iiresont S 3 ’stom works all right. 

Q. 160. — ^1 agree generally. 

Q. 161. — There is no need to impose any limit by law. Logi.slatnro has 
power to interfei'o in the matter. 

Maclnncry of Taomtion. 

Q. 163. — T advocate State enterprise in those cases. 

Q. 164. — No. I do not support monopol 3 ’ of sncli services, 

Q. 165. — I approve the principle of monopol.v in the case of Salt, 
Tobacco, Petroleum, Explosives and Spirits. 

Q. 166. — Contract supjily S 3 'steni .should ho abolished and the pro.sent 
method of admini.stration of Salt ma 3 ’ he useful^' adopted in the case of 
articles suggested in answer to Q. 165. 

Q. 167. — I think it is applicable in the case of income-tax and succe.s- 
sion duties. 

Q. 168. — In view of the recent changes brought about by the creation of 
special income-tax department and the transfer of functions relating to 
Local Self-Government to non-official boflies, the portion of the land 
revenue staff known ns the Deputy Collectors in this province may bo 
abolished. The revenue functions which they are now performing nm 3 ' bo 
usefully transferred to the Tahsildars, and the magisterial function may ho 
transferred to the judicial officers. ^ In localities 3vhero the Deputy Collectors 
are performing treasury duties may also bo taken a3vny and the branches of 
the Imperial Bank may bo vested with that work, 

Q. 169. — The bifurcation has neither affected the efficiency nor increased 
the cost. I do not think that an}- now combination is feasible or advisable. 

Q. 170. — Succession duties may he administered by the Central Board 
of Revenue through tho Income-tax Department. 

Q. 171. — ^It is desirable to place tho asso.ssing officers independent of tho 
electorates which must naturally consist of assessees. 


ANNEXURE HE QUESTION No. 62, 

Madras TEiirERANCE League’s Suggestioxs for Taxation. 

The following memorandum has been submitted by tho Council of tho 
Madras Temperance League to the IMinister for Excise relating to the 
taxation to make up, loss in the Excise Revenue. 

When the Deputation of tho Madras Temperance League waited on 
the Minister for Excise and represented tho need for carrying out some 
urgent reforms in the Excise Adniinistration of tho Province, financial 
difficulties were raised. The Council of tho League is full 3 ' alive to tho 
fact that nearly one-third of the revenues of this Province is derived from 
Excise and .that sudden reforms with a view to attain the goal of prohibi- 
tion will seriously dislocate the finances of the Administration. Wo do not 
anticipate however, that the Licensing Board or the Advisory Committee 
would immediately remove all licenses. This will he done gradually and 
therefore the diminution of revenue will be gradual.’ There is no den 3 'ing 
the fact, however, that additional sources of taxation must he tapped, and 
in doing so the Government should hear in mind that tho wealthy, on ivhom 
the burden of. taxation is comparatively light now, should bear the main 
burden of the .new taxes. The suggestions made below have been framed 
bearing this principle in mind. 
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Surcharge on Income-tax. 

At present tlie local bodies are allowed to levy a cess on the land 
revenue. We do not see any reason why the Provincial Government should 
not be allowed to levy a surcharge on _ income-tax. We take leave to 
quote from Dr. Mathai’s valuable contribution to this subject, “D we 
consider . the burden of taxation which now rests on the great majority 
of landliolders and if wo consider also the rate at which incomes are taxed 
in other countries, there is a great deal to be said for the view that non- 
agricultural incomes in India may legitimately be asked to bear a larger 
shai'O of the burden of taxation.” Objection has been raised that levy 
of a surcharge might tempt capital to flow out of a heavily taxed Province 
to one lightly taxed. We do not think much weight should be attached 
to this objection. Super-tax, excess in'ofits tax, etc., were levied and super- 
tax is being levied now by the Government of India. But _ that has not 
caused any flow of capital out of India. The fact is that capital flows into 
the province where the possibilities of industrial development are great, 
and the levy of surcharge will not affect the profits made by industrial 
concerns to such an extent as to drive out capital to other provinces. It 
is not the tax so much as the prospects of getting profits that will prompt 
investment of capital. We also suggest that the rate of surcharge shall 
be framed on a graduated scale, rising with the incomes derived, those 
^vith small incomes being exempted from it. For this purpose we propose 
that all those with incomes above _Bs. 2,000 per annum should be sub- 
jected to this tax. In view of the high cost of living, we are not in favour 
of reducing the taxable income to Rs. 1,500 as suggested by Dr. Mathai 
in the book alreadj* referred to. 

Super-tax on Land Bevenue. 

We favour super-tax on land revenue ns a source of additional 
revenue. We are fully conscious of the fact often urged that land in this 
Presidency is already heavily taxed, and that the burde^l on small land- 
holders is far too heavy. But at the same time we feel that agricultural 
incomes of certain class of people are comparatively lightly taxed, e.g., the 
incomes of zamindars. We are in favour of levying income-tax on agricultural 
incomes of permanently-settled estate holders. While at eveiy resettlement 
rates of assessment on ryotwari lands have generally been raised, the perma- 
nently settled areas have been till now immune from additional taxation. 
Tn faslu 1332 (1922-23), estimated revenue realized by the zamindari was 
Es', 2,.52, 85.894 and the peshkash payable to Government was only 
Rs. 49,79,964. Moreover, according to quinquennial statement for 1919, the 
average incidence of land revenue per head of population in the ryotwari 
tracts was Es, 2-0-6, whereas it was As. 8-8 and As. 11-11 in inam 
and zamindari tracts respectivelJ^ This also shows that the pcs/i7;as7t and 
quitront (shrotriam jedi) received now, is comparatively very little. These 
areas enjoy as well equally with the ryotwari tracts the benefits of good 
Government. It is but right they should also contribute towards the increas- 
ed cost of the services rendered to them. The revenue derived by this means 
.should wholly fonn part of the Provincial revenue. As we think the gradu- 
ated scale adopted by the Government of India in assessing income-tax should 
be adopted for the purpose of assessing income-tax on agricultural incomes 
of permanently settled estates, the Provincial Government will surely get a 
considerable amount and that too without any additional expense for the 
purpose of assessment and collection. But we are also in favour of the sug- 
gestion made for levying a super-tax on land revenue. For this purpose all 
landholders paying land revenue a.ssessment of Rs. 1,000 and above shall pay 
super-tax on a graduated scale, the tax payable increasing with the amount 
of land revenue paid. We have fixed Rs. 1,000 taking into consideration the 
fact that land revenue assessment is fixed at 50 per cent of the net income, 
and that in regard to income-tax only those earning more than Es. 2,000 
are liable to .surcharge on income-tax. The graduated scale adopted may be 
the same as that for surcharge on income-tax. This is a feasible method of 
taxation by which both agricultural and non-agricultural incomes are treated 
in the same way as in regard to taxation. In fasli 1330 (1920-21), there wore 
782 single pattadars and 2,591 joint pnffada7’s paying over Rs, 3,000 land 
revenue assessment. The assessment derived was Rs. 12,59,372 and 
Rs. 2,87,931 respectively. 

Death and Partition Duties. 

The Death Duties are a method of direct taxation of property passing 
at death to those entitled to it according to law. As Robinson, in a recent 
book on Public Finance (Cambridge Economic Series), says, the Death 

vir~6 
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Duties may be graduated on any of the following principles : |They may 
rarv with the size of the estate left, with the degi;oo of relationship of those 
who inherit the property of the testator, or with the amouirt inhented 
hv each individual heir.” In England there is the Estate Duty which 
varies with the degree of consanguinity. In India it will be necessary 
perhaps to have the tax graduated according to the value of estates iett 
to tlie joint family or to each individual heir, as the case may ho. This 
basis of taxation, in the opinion of many economists, is fair and .reason able. 
But we believe there are many instances in this country where the pro- 
perty at death of persons having no direct heirs is inherited by relations, 
who according to the Hindu Law are entitled to succeed to the estate. In 
such cases the second principle enunciated by Robinson can bo safely adopted, 
as in their case the duties amount to “imposing an additional tax where 
the heirs may be reasonably regarded as having no natiiral claims on the 
testator.” In the book above mentioned, another prineiple has also been 
mentioned and propounded by Professor Rignano. It is that “a tax on inheri- 
tance should be progressive in time. The rates of tax should increase 
with the number of times that the taxed property changes hands through 
inheritance.” The Council of the League is of opinion that all the principles 
stated above can be applied to inheritance of property either by joint 
families or individual heirs. The adoption of these proposals may neces- 
sitate that all heirs to property should, on succeeding to the property, make 
a declaration of the value and nature of the property and obtain' a succession 
certificate from the Court. 


We also advocate Partition Duties. Tlie joint fninily system is slowly 
passing away. It is not our purpose to enter into_ a discussion on the sub- 
ject. But we tbink we should recognize the existence of this fact and 
impose Partition Duties. Whenever an estate or property is partitioned, 
either it is done through the Court, or the partition deed is generally 
registered in a Registration Ofiice. Partitions to be valid must be 
re^stered. We iilead for such a law. So there will bo no difficulty in 
estimating and levying these duties. They may vary according to the 
value of the estate or property, if neces.sary exempting properties of 
smaller value, say about Rs. 1,000. 

We are aware of the objection generally brought forward against our 
proposal for Death Duties, that the Hindu Law raises very many difficulties 
and that considerable difficulty will bo experienced in arriving* at the 
com-ect estimate of the value of property. As regards the difficulties that 
arise owing to the Hindu Law, we feel they arc not insuperable. Our 
proposals do not necessitate at all any change in the present system of 
inheritance. The Bombay Excise Committee have recommended Death 
Duties and we understand they have done so after very careful considera- 
tion. We also understand that much valuable material has been collected 
by the Bombay Government on this subject. 


Tea and Coffee. 

From the statistics available we are informed that in South India about 
91,900 acres of land are under Tea cultivation and the total production 
in 1922 was 36,547,000 lb. In 1922-23, 30,386,551 lb. of tea worth Rs. 202.51 
lakhs was exported from this Presidency to foreign countries. This in- 
cludes the quantity of tea produced on the estates in the Indian States 
also. But if a duty is to be levied, it must be in respect of all tea that 
passes out of the British Indian ports in this Presidency. At present the 
Government of India levies an export duty of Rs. 1-8-0 on 100 lb. If 
a surcharge is levied on this duty it will not entail any additional e.xpense 
on account of collection, etc. This is more feasible than duty imposed 
on every 100 lb. of tea produced on the estates. But the Government’ 
can choose any method they may find convenient. All that wo ask for is 
that surclnu'ge on tea, either produced in this Presidency or exported 
from this Presidency, shall be levied. We suggest the same course in 
regard to coree. In 1922-23, 162,045 civts. of coffee worth Rs. 119.63 ’aklis 
was exported from this Presidency. Duties both on coffee and tea are* sure 
to bring considerable amount of revenue. 

I.,, imposition of a duty in addition to that already levied 

by the Government of India is likely to affect the Tea industry of this 
Province. AVe beg leave to give extracts from an article on tlm snbjert 
of Tea imlustry contributed by Sir L. C. Money to the “Sunday Observer” 
and reproduced in the “Statesman” of -30th October 1924. 
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'‘Tho deinancl for lea at Jiomc and a1)road is increasing more rapidly 
than the output. The statistical position is thus all against the consumer 
and in favour of the tea companies, which are enjoying unhouitdcd ])ros- 
perity. Not a few tea companies arc now earning fifty to one Juuidred 
jier cent on their c.ipitals, and many of them have accumulated magnificent 
reserves. Tea shares continue to rise, and in some eases are now worth 
fr. 0 or si.K times the quotations of the lean iioriod after the War.” 

Sir liloncy gives figures showing the iiricos at present as compared with 
those last year and also the appreciation shown in the prices of shares. 
We shall quote only Ihoie relating to South India — 


Share value 


Past Aveek 
for lb. 
s. 1.9S0 
£2 


Corresponding 
period 1923. 
s. 1,-598 
£2 


In those circiinistanccs, we do not at all think that a dutj' imposed can 
ever have any clfcct in reduring the output. 'J’ho enormous profits made 
will continue to lie an incontivo and the small surcharge imposed will in 
no Avay interfere ivitli Tea industry. 

Tobacco. 

It ha.'-- been often suggested that one of the commodities that can bo 
taxed is tobacco, as ^ladr.as Presidency is one of the important tobacco- 
growing tracts in India. We liavo carefully considered whether it should 
lie Excise duty or Export- duty, fn view of the fact that it is very difficult 
to find out exactly the area under cultivation and form a correct estimate 
of the outturn, we prefer the imposition of Export duty to the Excise 
duty. It is easy to a.sscss and also to collect through the customs offices. 
In 1922-2.3, 41, 431, 517 lb. of tobacco u’orth Ps. 19.76 lakhs Avas exported 
from this Presidency. Comparison Avith figures for previous j’enrs, shows 
that there has boon steady and sometimes sudden increase of exports. It 
is feared that this duty Av-iil affect the quantity exported and also reduce 
the area under tobacco cultivation. We do not think in A’ioAv of the large 
profits in the tobacco industry this Avill he the effect. In any case tobacco 
is a luxury and must, therefore, bo taxed. 

Grovnd-nxds. 

Tlioso inlorc.sted in the agricultural industry, liaA-o often urged the 
need to dcA'olop the oil industry in thi.s country so that the oil-cake pro- 
duced may be retained in the country for purposes of manure. This view 
has also licen voiced by the official agricultural experts. At present ground- 
nuts and oil-cake are freely exported, depriving the country of rich nitro- 
genous fertiliser.s. Control of cxpoi-t of oil-.sceds and oil-cake can bo done 
by imposing A-erj- high o.xport duties, AA-hich will not only bring considerable 
rcA'onuo bAit also caAiso the retention of the cake for the use of the rj'ot. 
From a perusal of the trade figAirc.s it Avill be seen that Franco, Germany, 
Italy, Netherlands and Belgium are the great importing countries. During 
the year 1922-23, 224,629 tons of ground-nut Avorth Its. 035.67 lakhs AA-erc 
exjmrted from the Madras Presidency. Also a duty on oil-cake exported 
should be imposed. In 1923 as much as 30,710 tons of oil-cako AA-ero ex- 
ported from thi.s Presidenc 3 '. 

Oilier Articles. 

Tliero are other articles besides those already mentioned, for example, 
niAV cottoji and hides and skins that mn.v ns aa-oII bear a small dut.v to be 
helpful in bringing .some revenue to the Provincial exchequer. Wo AvoAild 
suggest they .should also bo dealt AA-ith i?i any general scheme of new 
taxation ijroposals. 

The Council of the League has A’cntured to put foi-Avard these taxation 
proposals in the hope that the GoA-ernment Avill immediately formulate a 
scheme of reform aimed at reaching the goal of prohibition at an early 

date. Titej- also belicA'G these taxes uro not likelj' to fall on the poor, 

AA-ho are alrcadj’ overlnirdened and cannot bear the sti-ain of any taxation. 

The impo.sition of the taxes suggested Avill also (end to bring about a state 

of things in AA-hich each person is taxed .according to his capacity to pay. 
But the Council of the League feels that retrenchment in the ever- 
increasing expenditure on public sorAuces is one of the means by which 
considerable savings can bo effected. Tndianination of service, s Avill also 
eaA'e tlie GoA'ernment much expense. SIoreoA’^or, when every one feels that 
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most nnrts of the iiicroasecl revcimo the province are being spent on 
ulniin istration, it is veil to take note of this fact and see liov far gx- 
icnditiiro can bo reduced consistent with efficiency of administration before 
fresh taxation proposals can be made accejitable to the public. 


IVTr. Gopala Menon gave oral evidence as follows 

The Fresidenf. Q. — You are Secretary to the South Indian Chambei 
of Commerce, but you are giving evidence in your individual capacity? 

A. — ^Yes. 

Q_You are a member of the Madras Legislative Council? 

A. — ^Yes. 

O.— You are also Vice-President of the Madras Temperance League, in 
wliicli conneetion you have given ns a copj^ of the niemoranduin submitted 
bv the League relating to taxation to make up loss in the excise revenue? 

— ^Yes j I have enclosed a copy of what we submitted to Government. 

Q. — ^Are you representing the League? 

A. — No, I am not representing the League. 

Dr. llyder. Q. — do not quite understand why the estimate of area 
sown is defective. Will you please explain that? 

A. — ^It is seen from the Government of India resolution that Ihe area 
sown is unsatisfactory and also from other records. 

Q. — ^I should like 3 'ou to explain where the defect lies in this esti- 
mate of the area sown. The matter is in the hands of the village harnam, 
and he makes a report to the Tahsildar and the Collector. Wliy can’t he 
know how much area has been sown? 

A. — No special survey was conducted except in certain parts of India. 

Q. — ^In your Presidency, the village harnam must know the total area 
on the registers. Ho knows how much has been sown and how much has 
been left out. 

A. — He gives a rough estimate. 

Q. — ^I’iTiy should it be rough? There cannot be any inaccuracy about 
the area sown. 

A. — That is your contention, but even from official records . ... 

Q. — ^IVill you read something to us from the official records? 

A. — ^Mr. Datta pointed out that the acreage under cultivation is more or 
less defective. 

Q- ^Does this statement of-Str. Datta apply to your Presidency? 

A. — Yes, to one-third of the Presidency. ^ 

Q- — ^You say that to judge the estimate of outturn by the areas sown 
instead of the actual _ outturn is particularly a hardship, when in 
wi Presidency there are not sufficient irrigation facilities. 

\\ hat IS the exact point j’ou have in your mind ? ' You have in cei^tain 
portions of the Presidency areas under cultivation and j^ou estimate the 
normal outturn j and with reference to the actual conditions in any parti- 
cular j'ear, j'ou can know by how much the actual crop falls below the 
normal outturn. _ The point you have in mind with regard to the defect 
9^ r,..9. n’liole estimate of outturn is that there are not sufficient irrigation 
facilities in all parts of the Presidency? 

A. — The area is fixed at the time of settlement, more -or less,- but the 
assessment of land revenue is not made according to the outturn. My point 
IS that it is on the actual outturn that assessments should be made and not 
on the area sown. 


. Dr. Faranjpyc. Q. — ^Is it changing from year to j-ear? 

-^•~Ifc is supposed to be revised from j-ear to year, parti cularh- in the 
case 01 the second crop. I would like that this should be revised from time 
to time, It possible, not only at the time of resettlement. 


Dr. Uyder. Q. — ^In regard to the estimate of normal crop, you say th.at 
what are called hormal conditions do not exist at all, at all times and 
in all places. J would hke you to explain this with reference to a quotation 
fioui a book published m 1917 by Mr. Eamanujachariar. He says: “When 
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the survey’ Avaa inti’ocluced about tbe middle of tlie last ceiituiyj tlie iioi’uial 
yield of fields was fii'st asceitaiued and then a deduction of 20 or 25 per cent 
was made in consideration of the vicissitudes of the season.” Mr. Eania- 
nujachariar, when he jmblished this pamphlet, was a retired official. 

A. — I mean by ‘normal conditions’ _ is normal qualities of soil, 
normal rainfall and normal knowledge of agricultural methods. 

Q.— ’V^Hien an officer settles a district, these are precisely the factors on 
which he concentrates his attention. 

A. — ^Yes; the general complaint is that what are called normal condi- 
tions do not exist at all times and in all places. A particular plot may 
have first-class soil at one time, but at all times you may not find tho 
normal conditions existing there. 

Q. — ^klay I draw your attention to the latter part of j’our reply tc 
Q. 3? You say that in order to remedy the defects of the present system 
of obtaining agricultural statistics, the work should be taken out of the 
hands of the subordinate revenue officials, who are more often overworked 
and underpaid, and the work should be entrusted to a Department of 
Statistics in all Provincial Governments, with a specially trained itinerant - 
staff, who possess the required qualifications for collecting such informa- 
tion. Have you any idea of the number of qualified people that will bo 
required for this kind of work? How many districts have you in Madras? 

A. — ^There are 26. 

Q. — There must then be 26 gazetted officers for the work. 

A. — ^The Department of Statistics will be a new innovation. There aie 
officers attached for agriculture and so on, who furnish the required parti- 
culars at present. My idea is to have a separate agency, called the Statisti- 
cal Department. 

Q. — ^Therefore, you will have to double your agency. 

'A. — The experienced village officials can be brought under this depart- 
ment. 

Q. — ^But you condemn those officials. 

A. — 1 do not condemn the officials, but only the system; they can bo 
made to work under a systematic method. 

Q. — ^Then there would be no separate agency. The Doj^artment . of 
Statistics would initiate the Icarnam into this method of preparing accurate 
statistics P 

A. — Yes, but we will require better class Indian officials. 

Q. — ^What do you mean by better class Indian officials? Is it your 
idea that your Tahsildar, in addition to being a good executive officer, 
should also be versed in statistical work? 

A. — ^Wlien we organize the department, we shall have to decide whether 
the Tahsildar will be able to devote his attention to this. The Department 
of Statistics will be a separate department altogether. 

Q. — ^Would your Presidency bear the cost of these officers? 

A. — ^I do not deny that separate officers would mean additional cost. 

Q. — You are a member of Council. Would you vote for the grants? 

A. — 1 am only giving you my ideas; the ways and means will have 
to be found out later on. 

Q. — In reply to Q. 13, you say that no element of tax appears in the 
case of (a),'-i.e., bare return on the capital invested, but it does in the case 
of (b) and (c). 

A. — 1 think there is a little bit of profit included in the commercial 
return. 

Q. — So that the profit which commercial undertakings get wdll be in 
the nature of taxation. Would you say that the profit earned by Govern- 
ment railways, wdiich is surely a commercial return, becomes a tax? 

A. — There is an element of tax there particulaidy in monopolies of 
necessities. 

Q. — ^In reply to Q. 18, you say that the dues levied for the safety of 
shipping at a port are indirect taxes levied on the general tax-payer. 
How do these dues become taxes? 
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^\s far as goods are concerned, there is no dispute, because all 

tbcso ’charges incurred at the port are included in the cost of the goods. 

Q—Yoa consume rice hero, and ivhen there is a scarcity of the rice crop, 
you have to import rice from Burma. 

A.— Yes. 

Q.— You have to pay freight to the shipping companies for bringing 
the rice; would that be a taxf 

taking the price of the rice into account, the freight will bo 
included in the cost of the goods. . 

Q. — Then everything in your view is a tax? 

A. — It will be an indirect tax. 

Q. — ^There is a service rendered, and that portion of the price wdiich 'is 
included in the cost of rice on account of labour is not in the nature of a 
tax. Do you agree to that? 

A". — The cost of labour is not an indirect tax. 

Q. — The freight that you have to pay to the British India Steam 
Navigation Company is the payment of a price and not a tax. 

A. — We are on the point whether these indirect taxes Avill bo collected 
from the consumer. 

Q. — The whole point is whether these dues are taxes or not, _ You 
admitted to mo that the cost of production of rice in Burma is not in the 
nature of a tax. 

A. — ^^Ve included the cost of labour in the price of the rice. 

Q. — Suppose there were no harbour in Madras and your ships were 
held up at a distance of about six miles from Madras. To bring the idee, 
have it unloaded and make it available in the Madras markets, you would 
have to pay something to the boatmen. The existence of the harbour 
enables the rice to be brought right up to Madras; therefore, the harbour 
renders the same service as the boatman did to bring the rice from a 
distance of six miles; how does this become a tax? 

A. — ^The point is whether these charges form an indirect tax on the 
general tax-payer. As long as these charges are included in the cost of the 
goods, the merchant in the bazar shifts them on to the general consumer 
of rice, and therefore it becomes an indirect tax. 

Q. — ^How does it become an indirect tax’? 

A. — ^Your contention is that they are all for services rendered. No doubt, 
they are for services rendered as long as the goods are put out on the land 
and brought into the godown, but when these charges are taken into the cost 
of the article, the question is whether that will be shifted on to the con- 
sumer. * 

Q. — ^I invite your attention to the answer to Q. 24, in which you do not 
oppose an entertainments tax. Would it be a tax on all entei-tainments, 
or a tax on entertainments on one class of people? 

A. — My idea is a tax on theatres and filings of that sort. 

Q.— Wouldn’t that be taxing one class of people and letting off other 
classes ? Will you touch also theatres held in villages, open ail" performances 
and singing parties? 

A. — ^Entertainments include all classes of entertainments. I do not 
mean entertainments at a festival in temples. 

, Q- Why should an entertainment in a temple bo excluded from taxa- 
tion? 

A, — ^It is more or less done on religious occasions. 

Sir Percy Thompson. Q. — Would not jmur test be whether any charge 
is made for admittance to the entertainment? 

some places they are taking out licenses for processions, etc.. 


•, you would have a tax on entertainments 

charge lor admission? 

A.— -Yes. 


where there is no 
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Dr. Taranjpyc. Q. — With reference to your answer to Q. 23, I would 
like to know what difference you anake between tobacco and intoxicating 
liquors. 

A. — ^Intoxicating liquors impose an economic burden on the poor fami- 
lies. The expenditure incurred on tobacco is not so much:. Money is spent 
rather lavishly on intoxicating liquors. 

Q. — ^Wliat amount people spend does not make any difference in the 
nature of taxation? 

A. — Tobacco has become second nature, but intoxicating liquors impose 
an economic burden on the family. 

Q. — ^The economic burden in the one case is smaller than in the other. 
Is 'that M'hat you mean? ' 

A. — In the case of tobacco it is infinitesimally small. 

Q. — I cannot understand your statement, exceiit that intoxicating 
liquors are more harmful than tobacco. 

A. — They are certaiiily more harmful and the econoinic burden on the 
family is so great. 

Q. — ^Incidence on the poorest classes and poll tax. This is a very im- 
portant subject. Your view is that there should be no taxation vuthout 
the classes being represented in j-our Legislative Council? 

A. — ^Yes. 

Q. — ^You say that capacity to pay taxes alone should not be taken as the 
•basis for franchise. What other basis would you advocate? 

A. — ^Universal adult suffrage. 

Q. — ^Wliat is the total population of your Presidency? 

A. — ^About 41 millions. 

Q. — Is the Presidency a rich Presidency, and is the economic condition 
of the people good, bad or indifferent? 

A. — ^The Presidency is not so rich as other Presidencies in India. 

Q. — ^You say that the bulk of the people are poor? 

A. — ^Yos, comparatively. 

Q. — ^The total provincial revenue raised in Madras comes to about 16^ 
crores of rupees. About 5 crores are contributed by people who do not vote 
for 3 'our Legislative Council? 

A.-^Yes. 

Q. — ^There are classes of people who pay indirect taxes and also per- 
haps direct taxes, but they have no place in the legislative body of your 
Presidency. Does that appeal to your sense of justice? 

A. — At present they have no direct representation, but their representa- 
tives are nominated. 

Q. — Only one or two members represent them. The people who pay 
indirect taxes have no voice whatever in the determination of the economic 
welfare of the people. Does that appeal to your sense of justice? 

A. — ^I agree that they must be given representation. 

The President. Q. — ^May I refer you to your answer to Qs. 29 and 30? 
In answer to Q. 29, you say that the tax imposed should be direct; then 
in- answer to Q. 30, you object to a direct tax, because you say it is ob- 
jectionable, being a compulsory tax. What is a tax if not compulsory? 

A. — ^In answer to Q. 30, I am speaking of poll tax. I say that poll 
tax is objectionable, because it violates the test of ability to pay. 

Q, — ^But in answer to Q. 29, you say you would onlj’^ have a direct tax. 

A. — ^If taxation is going to be a proper accompaniment of representa- 
tion, I say that the tax imposed should be direct. 

Q. — Of what nature should that direct tax be? 

A. — Say, a house tax. 

Q. — You would have a sort oF house dutj^ on all houses in the Presi- 
dency? 

A. — ^Most of tlie houses pay. 
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Q— They pay to tlio municipality for sciTiccs ronclerecl. Do yon mean 
that you n'onkl have somethiiiff like the chowkidari tax in Bengal? 

— ^Any form of direct tax would do. 

Q.— How would your house lax differ from poll tax? Poll tax is so 
much per head, and house tax would he so much per family. 

A. — In a house the man earns something and has ability to pay, hut 
poll tax is mostly a' compulsory tax without reforonco to taxable capacity. 

Q. jf you are going to tax the poorest man, would it make any 

difference whether it is a house tax or a poll tax? 

A. He has to live in a house, and as a citizen he has to pay some- 

thing for it. It is not so in the case of tlio poll tax. 

Sir Percy Thompson. Q.—^Yc, have not received your statement giving 
the rate of increase for different grades of income. 

A. — I have not made up one, as T could not come to a scientific figure. 

Q. — Do you propose to increase or decrease it for different ranges of 
income? 

A. — would increase the rate after Ps. .*10,000. Ps. 50,000 is the limit 
for super-tax. 

0. — ^Isn’t super-tax a mere continuation of the graduation which is 
alreadj' provided by the income-tax? 

A. — Here I refer to super-tax imposed as an omorgcnc 3 ’ measure. 
Owing to its operation there have been a number of cases of undivided 
families being split up into single families. 

Q. — ^Lot us suppose that the countr.v is jjopulated by individuals. Do 
you make any distinction between super-tax and income-tax? 

A. — Super-tax on the first Ps. 50,000 is 1 anna ; on the second 
Ps. 50,000, it is 1 anna G pies and on the next Ps. 50,000, it is 2 annas. 

Q. — Is not the result of that a graduation continuing the graduation 
which is already effected hy the incoi»o-tax? 

A. — think it will be bettor if the two arc combined and a rate i.s 
given according to the old system. 

Q. — ^Tf you did that, you would have to abandon collecling income- 
tax at the source, which is the groat safeguard for the revenue. 

A. — ^You can keep up to j’our level, whichever level it is. 

Q. — Supposing j'ou have your income-tax ranging from .3 i)ios in the 
rupee up to, say, 5 annas, at what rate are you going to deduct for’income- 
tax from interest on Government loans? 

A. — ^Whatever the rate applicable to the partj- concerned. 

Q. — ^It is impossible to deduct at a different rate from everyhodj’. At 
what rate would j'ou deduct from Government securities bearing interest? 

A. — ^T\^hatovcr dividend is received from the Government securities will 
he added on to the income-tax. 


Q. — At the present moment j-ou deduct income-tax at 1 a>ina C pics 
because that is the maximum rate of income-tax for everybody. Put if you 
cease to have a standard maximum rate for income-tax' and have it run- 
ning from 3 pies to 5 annas in the rupee, how are j'ou going to deduct? 

A.— That is one of the points; there would no doubt be several refund 
applications. 

Q. — ^Is not that a fundamental objection? 

A. — ^Yes, as far as income-tax officers are conceimed. 


_ Q.— It is a fiiiidamontal objection from the ndministrative point of 

view. _ Have you any advantage to sot against it from the point of riew 
or principle? You would get exactly the same result if you have your 
maximum income-tax 1 anna 6 pics and then carry it on ‘to 5 annas bv 
means oi a super-tax. 


A.— You have to collect twice, once the regular income-tax and then 
super-tax. Instead of that, I would suggest amalgamating the two and 
having a uniform rate. 


. . the question is whether it is administratively better to have 

claims for refunds from ninetj'-nino out, of a hundred people, or whetlior 
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it is better to reduce those claims and have a machinery for collecting 
super-tax from a comparatively few people. You get pi-ecisely the same 
graduation by the two methods. 

A. — have no objection in going baclr to the old method : keep 
up the same income and arrive at a figure which will give the same total 
yield. The super-tax was only an emergency measure. 

Q. — If you go and make your rates of income-tax range up to 5 annas 
in the rupee, you would not really be abolishing super-tax. 

A. — The Avhole question hinges on the taxable capacitj- of the people. 
Tho.se who made more money from trade and other sources were made liable 
to the suiior-tax. 

Sir Fercy Tliornpson. Q.— But your income-tax gets exactly the same 
people as super-tax P 

A. — Yes, on highei’ Income. There is another thiTig also in regard to 
the private comiianies. According to the old rate they were only paying 
a certain rate. Now they can avoid the super-tax by taking in more 
partners. 

Q. — ^That means they reduce their income. They won’t do that. 

A. — In some families, on account of this there were divisions. My 
point is that this, was an emergency measure and is bound to come down, 
ft could not last long. 

Q. — Wo must leave it at that. You are not abolishing the super-tax. 
All you are doing is adding chaos to the administration, without gaining 
any covresiionding advantages. 

A. — A flat rate in the case of the registered companies is better for 
administrative purposes and you can find out a uniform method. 

Q. — If you leave oiit super-tax on companies ; income-tax and super- 
tax are not taxes on companies at all, but on individual shareholders. As 
it is paid from the clividericls, it is passed on to the shareholders. 

A. — Suppose you collect 1 anna he gets a refund of 6 pies. 

Q. — As it is i)assod on to the .shareholder, it. is the individual share- 
holder and not the com])any who pays. What you are really taxing there- 
fore, is a series of individuals. 

A. — ]\[y point is that if you arc giving refund in such cases, yon can 
liave an amalgamated tax and bring it to a uniform rate. 

Q. — Supposing you have a graduated rate of income-tax from 5 pies to 
6 annas, at what rate are you going to charge the companies? 

A. — Just as the private indi%'’iduals who have paid the income-tax. 

Q. — At what rate would you charge them? 

A. — ICeep it at Be. 0-2-6 and give' a refund to the individtiaT .sharc- 
holdei'S. 

Q. — ^YHiat about those whose incomes are chargeable at the rate of 
C annas? 

A. — It is for that I said a little while ago that we shall have a uniform 
rale. 

Q.— am a millionaire liable to be taxe'd at 6 annas in the rupee. 
Are yon going to make an additional charge? 

A. — If you are a millionaire you can afford to pay. 

Q. — ^^Vhat is that hxit a super-tax? 

A. — ^Are not these people paying higher duties than companies? 

Q. — From my income the company Avill deduct Be. 0-2-6. How are 
you going to get the other Be. 0-3-6? 

A. — The whole thing will have to be revised in a systematic manner. 

Q. — The only thing you can do is to make a separate assessment on mo 
at Be. 0-3-6. How is that different from super-tax? I could understand 
you saying 6 annas and letting people claim refunds. 

Q. 38. — You are not in favour of the removal of the exemiitiou for 
agricultural incomes? 

. A.— No. ■ 

Q. — ^^Vliat deduction you would draw from your table? 

A. — ^I wi.sh to draw a distinction of farmers and absentee owners. 

VII— 7 
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Q. Wliat docliiction do you -want to draw from your table? 

X ^vish to show that the absentee landlords are increasing in number, 

Q _jf you make an addition you Avill find that in 1911 there were 633 
cultivators ‘and now there are 606. That is to say, the number of culti- 
vators has been reduced. Is the extent of land cultivated also reduced? Or 
does it mean that people are cultivating larger holdings? 

A. I do not think that the extent has been reduced. 

Q. No lands have gone out of cultivation. Then you call atten- 
tion merely to the fact that the absentee landlords have increased. What 
deduction do you draw from it? 

A. I merely wished to draw attention to the increase in the number 

of the absentee landlords. 

The President. Q. — May T refer you to your memorandum rvlierein you 
say that the Council of tlie League has ventured to put forward taxation 
proposals in the hope that the Government will immediately formulate a 
scheme of reform aimed at reaching the goal of prohibition at an early 
date. You recommend income-tax on the income of permanently-settled 
landlords? 

A. — ^Yes, if monej' is needed. 

Dr. Ilycler. Q. — ^^Vith regard to the non-cultivating landowners the 
percentage is 49 and it was 23 in 1911. Does it not moan this, that land 
has i)Oon partitioned out? 

Sir Percy Thomjnson. A. — T do not think so, because the number of 
landholders has been reduced. It merely moans that so7no landlords have 
ceased to cultivate and become rent receivers. 

Q. — You took these figures from the census? 

A. — ^Yes. 


Q. — ^^Vhy do you say you prefer the throe years’ average? 

A. — Suppose in the case of a merchant he has omitted to include a loss 
which he subsequently finds out in the second year’s accounts, the average 
would help him. But under the present cii’cumstances it will not ho 
allowed. 


Q. — I do not follou' that. 

A. — I submit my statement in April. _ I am assessed in Maj'. T may be 
getting my returns from foreign countries and find that T have sustained 
a loss in the previous year. Sometimes those amounts are not allowed. 

Q.-y-Tlie three years’ average will be for the three years before the year 
for which you pay. 

A. — I thought there will be more equitable payment if three years’ 
average is taken. Also the tax will not be too high or too low. 

Q. — ^You say there will bo little variation? 

A. — ^Yes, I think so. 

])r. Paranjpye. Q. — Supposing in the , fii'st year you make a profit of 
1 lakh._ In the second year, it is Es. 50,000, and in the third year there 
is nothing. In the fourth year there is a loss of Bs. 10,000. So in the 
fourth year over and above incurring a loss of Rs. 10,000 you have to pay 
income-tax on Rs. 50.000. In this case, if you are incurring losses after 
years of profit, yoti have not only to suffer the loss, but also to pay income- 
tax which will_ be a burden. You will have to pay the tax just Avhen you 
cannot afford it. If, on the other hand, j’ou are paj'ing a year after you 
are making a profit, what you will^ probal)l 5 ' do if you are a prudent man is 
to set aside for next year for the iiicome-tax. But in this case 3 ’ou have to 
pay tor a profit made three years ago and you will be in a bad position 
to pay. * 


A.— As far as you are concerned, don’t jmu think that a tax on three 
years’ average is better? 

Q- the long run, the tax j’ou pay will be exactlj' the same. 

, I thought by the three years’ average was to give an oppor- 

tunity to include certain lo.s.ses which could not be brought into the account 
and also there will be more equitable payment, I thought the tax that wo 
maj liai-e to pay will not be too high or too low. 
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Q.— What you roaliy -want is to be able to earrj’ over losses, not to 
ask tor the three years' average system? 

The Maharajaillnnija Bahadur a] Burdwaii. Q. — Have yon in mind 

anj" substitute for the present land revenue? 

A, — If Ave arc going to reinoA'e the system. 

Q. — That is exactly Avhat we want to know. Have you got any other 
system in mind? 

A. — T have no alternath'e land revenue system. I mean the income-tax 
on the yield from land. 

Q. — Therefore, I understand you are in favour of continuing the cxcinp-. 
tion of income from agriculture as given in the Act, as long as the present 
land revenue system lasts? 

A. — ^Yes. 

The Fresidenf. Q. — I agree with you in respect of the patent medicines. 
But as regards playing cards, is there any local .manufacture? 

A. — ^There is no local manufacture. Practically nil I slioidd say. As 
it is a luxury, I thought excise duty may be imposed. 

Dr. Under. Q. — Are there any cigarette factories in the Presidency? 

A. — Only two. 

Q. — Do they import cigarette paper from abroad? 

A. — ^Thcy tried to manufacture it to some extent. 

Q. — Are the Imperial Tobacco Companj- people importing from abroad? 

A. — ^They get their supply from Home. One man had a factory at 
Triplicane. In the old days they used to import cigarette paper. 

The President, Q . — In respect of coffee and sugar hoAV can they collect 
excise ? 

A. — ^That Avill haA’-e to be done at the factory. 

Dr. Paranjpi/e. Q. — How arc you going to liaA'c an excise oflicer at 
each field Avhoro they boil sugar? ^ 

A. — ^I Avas really thinking of export duties. 

The President. Q.— AVhat_ is the quantity of salt that medical opinion 
considers as essential for subsistence? 

A.— 16 lb. 

Q. — ^Is not the consumption of the Presidency more than that for tho 
last feAv years? 

A. — Yes. 

Q. — ^Y^'ou Avould like Government manufacture of salt? 

A. — ^Yes. 

Q. — ^You think Government can do it more cheaply? 

A. — It is done under Government supervision noAV : if so, they can 
also manufacture salt. 

Q. — Is it fair that the -Bengal consumer sliould pay more for the benefit 
of the Madras producer? 

A. — ^If GoAmrnment manufactures salt, Goveriunent Avon’t take so much 
profit, and the cost of production Avill be cheaj). If you Avant to imjArovc 
the industrj”, you should manufacture salt in this country. 

Q. — ^Then would a protectiA'e dutj- be necessai'y? 

A. — ^Yes, to keep out foreign salt. 

Q. — ^If they are made to sell it by Aveight, Avill it be an interference 
Avith the traders? 

A. — Care should bo taken against adAilteration. 

Q. — ^^Vould there not be petty interference by GoAmmincnt officials? 

A. — AVhen supervised by GoAmrnment it Avill not be so bad. 

Dr. Uyder. Q. — ^I^^ith AA'hat material do they adulterate salt? 

A. — Something like sand or mud; in order to depriA^e the purchaser 
of a certain portion. 

. Q. — ^The colour of salt is AA’hite. 

A. — It might be something like that. Sometimes avc find mud in it, 
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Qi—jiiivG you any experience of the practice of sifting? 

A.— No. 

Q—You hope to succeed in introducing the policy of prohibition? 

— It is a pious hope. There is a good deal of public opinion behind 
it. 

Q. — Have you calculated the cost? 

A. — It will have to he done gradually in order to shift the burden on 
to otlier things. 

The Presidenf. Q. — I have an estimate of the cost in America ivhich 
amounts to Es. 76 crores and they could not have faced this even in 
America except for their post-war prosperity. I’lie total period of impri- 
sonment awarded in one year, that is, in 1923, was 2, <81 years. The 
illicit liquor seized was about 34-5 crores of rupees worth. Are you prepared 
to face a campaign that would result in expenditure on such a gigansic 
scale ? 

A. — They are still keeping o)i the prohibition i?rincii)le with the idea 
that there will be much more sober men in the country. 

<ST'r Percy Thompson. Q. — ^Do you know that in America the people who 
traffic in illicit liquor are the most ardent prohibitionists? 

A . — d don’t know that. But tins is what iVfr. W. T. LajTon says: 
“1 venture to suggest that the influence of tcmiierance proi)aganda, the 
increase of other forms of amusements more than that of lounging in a 
public house or tippling in a club, the growiiig disapproval of public opinion 
towards drunkenness and the recognition of imiiroved health and efffeieuey 
that results from sobriety will combine to reduce the consumption jier liead 
of alcohol in Great Britain, even if these influences do not lead _us 1o 
prohibition. I think, therefore, that in any case we should bo wise to 
anticipate a reduced yield from the alcohol duties.” Then he says: 
‘Tf a wave of temperance is spread over the country, the exchequer would 
be seriously depleted and would need to improvise quickly some new sources 
of revenue”. In the end, he says: “It is right that the incidence of in- 
direct taxes should bo wide as possiblel 1 suggest therefore that on all 
grounds it is appropriate to budget for a reduced and not for an increased 
yield from the alcohol and tobacco duties. If the reduction comes of itself, 
it will be a welcome sign of sobrietj*; if not, we must- make a begiiiniiig 
to broaden the basis of taxation, but not by cheapening alcohol so inuch 
as to encourage a largely increased consumption”. 


Q. — Is he not proposing a steadj' increase of control instead of sudden 
total prohibition? 

A. — Certainly I do not want any sudden enactment, but by a steady 
process of reduction ana control. 

Dr. Kydcr. Q. — Is there not difference in the conditions iirevailing in 
the Madras Presidency, and say, America and England? I mean to say 
people here are more law abiding, and if we impose such a measure as in 
America, there will not be such crimes and such illicit distillation as in 
America or England. r 

A. — Certainly. Any bureaucratic or popular measure would have to be 
brought in by the administrative machinery. 

Q.— I mean to say that our people can stand an amount of govern- 
ment which other nations cannot stand. 


A. — Certainly. • 

Q- — I ■'vas going to ask you this question, whether the people in the 
!Madras_ Presidency will have recourse to illicit distillation to a very great 
extent if there was total prohibition, and thus, you would have to increase 
your cliarges on jails and such other things. 

A. — ^Not veiy much. 

Q- Would they go in for illicit distillation as in Western countries? 

A. — Not so much. 


The President Q.—Cau you tell me what was the total number of 
prosecutions for illicit distillation, last year? 

Of course, it has been going on. But 


", -uuu ii in a Western country 

I fnl- tu.i +i"’” prohibition in eight yeans’ time, and when they 

on KiinLso the yield of tobhcco and alcohol and so 

on, 1 siqipose it is much easier here in India. 



Q. — 111 England you had the Boai'd of Control between 1915 to 1921 
whicli did more to reduce drunkenness than anybody else. Can’t you 
learn the lesson from the history of England? There is the control system. 
That is why T draw a distinction between the steady control and violent 
introduction of prohibition measures. 

A. — Yes, in England there ai-e more private agencies working in the 
cause of temperance. As far as I know, there are 16,000 men and women 
working at it. 

Q. — How many of them are active 2 >i'opagandists? 

A. — 1 don’t know that. 

Dr. JTijdrr. Q. — Do you think there is the same amount of craving for 
drink in a hot country like htadras as there is in England? 

A. — ^No, it is the facilitj' for drinking makes a man drink. 'J'hcro 
is not so much craving here as in the Western countries. 

Q. — ^You think the cultivators in this Presidency would like to go with- 
out tari? 

A. — Certainly they will go without it. 

Q. — T see that you advocate that additional sources of taxation should 
be tapped, and porliaps yon have a .snrcluirgc on income-tax in mind? 

A. — The question is to make up tlic deficiency, and we arc prepared to 
bear all^thc taxes if to-day we can find no drink in this country. 

Q, — ^Your proposal for a surcharge on income-tax ; would the South 
Indian Cliamber of Commerce agree to that iirojiosal? 

A. — I have not taken their opinion on this matter, and so 1 cannot 
give you an assurance on their behalf. 

Q. — You agree to the conclusions arrived at by the Excise Committeo 
recently appointed here? 

A. — ^Yes, I agree. 

Q. — 1 a.sk you whotlier this .suggestion is of any value. If you adopt 
the policy of gradual progrc.ss towards the ultiniivtc goal of total prohiI)i- 
tion, could you not tax cocoanuts and realize some ainomit of rovomic? 
Further, the toddy tree yields only for .six months, and the same tree if it is 
subjected to onl 3 ’ the cocoanut use, goes on to give you an increased yield 
and thus there maj' not be anj' loss of revenue by taxing the cocoanuts and 
their bj'-products. Do j’ou think this suggestion is of anj’ value? 

A. — Of course, in order to make up the loss of revenue it is (piite iiossi- 

ble. 

JJr. ]\minjp!jc. Q. — Do you think the pahnyra trees and date palms 
yield cocoanuts as Dr. Hydor seems to think? 

A. — No. The question rvas put in the case of cocoanuts; I think a certain 
amount of revenue can be got from cocoanuts. 

Q. — ^Do you think that copra would boar a large ox 2 )ort duty? 

A. — Of course, it maj’ bo. 

The Presidcni. Q. — ^As a monibor of the South Indian Chamber of 
Commerce, would jmu advocate it? 

A. — My individual opinion is that I am prepared to meet taxation for 
certain things in order to bring about prohibition. 

Q. — ^AVould it bo worth while taxing cocoanuts? 

A. — I think it would be worth while. Perhaps, your idea is that 
copra which is now exported would be stopped. I do not think so. 

Dr. J?aranjpyc. Q. — Have you got anj' e.xperience of cocoanut gardens? 
Then what do j’ou think of the annual 5 ’ield of a cocoanut tree? • 

A. — I come from Alalabar and therefore I know something of it. I think 
:.ho yield of a cocoanut tree ranges between 50 and 100, but it depends 
ii 2 )on the cocoanut tree. 

Q. — Then take 100 which is a very liberal estimate. In Alalahar where 
you come from, what does a cocoanut cost? 

A.- — ^1 think the average irrice is 1 anna. 

Q. — ^That would mean Rs. 6 for cocoanuts and about Re. 1 for the by- 
products, say Rs. 7 altogether. Further, the garden land is charged at a 
higher rate of land revenue. 
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Thr. Vrcmhnt {mtcrntj)iin{l). Jlcrc the gai-dcii lauds arc iioi 
charged at a higher rate of land revenue. 

J)r ruTunjpHc (conHintino). Q.— At any rate in Bombay there is the 
iHKjauui rate; do' yon think this proposal of charging a rate on the cocoanut 
hearing trees is a" feasible proposal? 

A— If there is going to he prohibitfon, and in order to bring about 
])rohil)ition, just like in other things if ivo can get a small income from 
cocoa nuts, 1 will welcome it. 

o _:\rv own imiircssion is that among respectable ]) 00 j)lo it is almost 
considered 'irreligious to allow a cocoanut tree to be tapped for toddy. 

_1 think hero everybody is giving his trees. 

Q. — iiven among higher classes? 

^ ao not know that. I know tlic.se trees arc given out on lease. 
4'hc landlords here are not supervising these trees, so they don’t mind 
giving them out for tapping. At least, the majority of the trees are tapped 
here. 

J?r. lli/tlcr. Q. — 1 see Dr. Paranjpyc has just now made a calculation. 
1 lake a particular tree that Avould yield Ks. 7 worth of cocoannts, and if this 
jiarticnlar tree were subjected to iuri tapping, you would get iari from it 
only for six months? 

A.— Yes. 

Q.— Have you any idea how much fori it will bring in, in order to com- 
pare the difference. The same tree subjected to cocoanut use gives yoii 
Bs. 7, and that very tree if subjected to hiri use, how much worth of tiiri 
it will produce? 

A. — I think it will produce Bs. 10 u'orth of iari. 

Q. — it will yield, you say, 10 rupees worth in six months? 

A. — That is what 1 think. 

Q. — If it wore subjected f.o the first use it will yield Bs. _7 worth of 
cocoannts. If it became a proposition within the realm of ])rcatical politics, 
you could sidijoct the cocoanuls to taxation? 

A. — Yes, for the sake of prohibition. 

Sir Percy Thompson. Q. — Then they would cut down all_ the cocoanut 
trees. What is the present rate of taxation for tapping a turi tree? 

A.— Bupees 7-8-0 is the rate, I think. My recollection is it is some- 
thing between Bs. 7 and Bs. 10. 

J)r. Uyder. Q. — I .should like to knoAv whether there is anything 
in the suggestion where a tree has been tapped, it can yield no more of 
cocoannts. If you embark on the policy of total prohibition, you can know 
at once whether a tree has been tapped or not. 

A. — Yes. If there is no tapping then cocoanut tree will give a hotter 
yield and the price of the cocoannts will go ux). 

J)r. Paranjpyc. Q. — Whore the cocoanut trees are not tapped and 
allowed to yield cocoannts, it is in that case that the maximum is Bs. 7? 

. A. — When the iari is not drawn, cocoannts are sure to produce hotter 
price. 


Dr. Uyder. Q. — What 1 say is that a tree can bear either iari or 
cocoanuts, and not both. 

A. — Yes. 


Q. — I ask you if there is any value in this suggestion. If tlio cultiva- 
tois V 01 o to cut down all the trees, and if the jicojile ol India did recfuii'O 
cocoiuuits, and then there will bo a demand for cocoanuts, and that demand 
Will have to bo satisfied through the importation of cocoanuts from abroad, 
.like other tropical countries, and if you imiiose an imiiort dutj^ of, say 
l(s. ^-b-u on the import of cocoanuts, the consumers would have to pay 
11 Ah ^ 1,*' ''"oolcl become a necessity for the cultivator not to cut 

dovn the trees and thus you would be able to get over the difficulty, 

-This assumes that demand for cocoanuts is 


Sir Percy Thompson. Q. 
not very elastic. 


Ur. Paniujpye. A. — ^No. It is extremely clastic. 
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Dr. Dydcr. Q. — ^Tf tlio people of India or ciiltivators wlio are owners 
of the trees cut down the trees and then the demand for cocoanuts increases, 
there will lie nothing to satisfy tliis demand. If Gorernmeut imposes a duty 
of Its. 7-8-0, tliat will have to be paid bj’ the consumer. 

A. — ^Yes. 

The Tresklcnt. Q. — ^Are you aware of the millions of palmyra trees 
which produce iari and the sugar that is made out of it? It is a s'ery 
hig business. If you stop the palmyra iari you wifi he killing the sugar 
enterprise. How can you prohibit tapi)ing? 

Q. — ^Is there any way you can suggest an alternative tax for the duty 
yoti would lose in respect of the tree-tax? If you lose on the tree-tax, 
could you get a tax on the palmyra fruit? 

A. — ^I think you can make up something by selling all the leaves, etc. 
But some sacrifice will have to be made. 

Sir Percy Thovrpson. Q. — ^You make whisky from malt, and impose a 
duty of 50 shillings a gallon. Could you abolish the 50 shillings duty 
and put an equivalent dutj’^ on husks which go to feed cattle? 

A. — I think it is onlj' a minor item. 

Dr. Hycler. Q. — Cocoanuts are^ consumed in this coiintry and a portion 
is exported abroad. I suppose j'ou are aware that 'cocoanuts are used for 
the inanufactnre of many other articles in other countries, particularly in 
France. If you adoj)t the system of manufacturing these articles in your 
own country, surely it would give you more money; is it not? 

A.~Yes. 

Dr. Paranipyc. Q. — You know the history of the Tata Industrial con- 
cern with regal'd to cocoanut oil, etc.? 

A. — Yes. But do you mean to saj' that no other factory would come 
into existence in this country, because one factory failed? 

The President. Q. — We now come to the super-tax on land revenue, 
and you favour super-tax "on land revenue as a source of additional revenue. 
I gather from ,your remarks, that the legitimate thing would be to make 
the permanently-settled landholders pay to make the poorer classes temperate. 
Is that quite a logical position? 

A. — ^In order to relievo the burden on the poorer classes of people, the 
higher classes have to bear a certain • amount of burden. In order to 
bring about more sobriety amongst the masses of the country, it is only 
reasonable. 

Q. — Do you accept the theory that people -n'lio enforce temperance 
ought to pay for the loss of revenue? 

A. — ^I mean the iieople as a whole. 

Q. — ^Do you consider the enhancement ^ of salt duty is the possible 
alternative P 

A. — No. I have said salt duty should entirely go. 

Q. — You say ; “This is a feasible method of taxation by which both 
agricultural and n on-agricultural incomes are ti'eated in the same way in 
regal’d to taxation. In fasli 1330 (1920-1921), there were 782 .single patia- 
dars and 2,591 joint jjatiadars paying over Rs. 1,000 land revenue assess- 
ment.” Can you tell us where you got this figure from? 

A. — ^I can’t tell all at once. 

Dr. Paranjpye. Q. — You consider that death duties will be a reasonable 
tax if prohibition were introduced? 

A. — Yes, in order to find an alternative tax. 

Q. — You agree generally with the policy of Professor Rignano, viz., 
that practically the whole e.state should be taken bj’ the State in the course 
of thi'ce genei'ations? 

A. — ^I am not going to commit myself to that. 

The President. Q. — Professor Rignano saj's that a tax on inhei'itanco 
should be progressive in time. His principle generally is that after three 
generations the whole estate should be taken by the State. 

A. — Yes. 

Q. — Supposing a man dies leaving 10 lakhs of rupees, the State will 
take 5 lakhs and the other 5 lakhs would go to his son. On the sou’s 
death, 2.J lakhs Avill be taken by the State and the remaining 2^ lakhs 
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•n-ould go to the grandson. On liis death again, the Avliole of the remainder 
will bo talv-en b.y the State. That is Professor Rignano’s scheme: do yo\i 
agree with that.? 

— I agree that death duties should be imposed. 

Dr. Faranjpyc. Q. — Ro you agree with Professor Rignano’s statement 
that a tax on inhoidtance .should be progressive in time? 

A. — The word ‘progressive’ means that the duty imposed on the estate 
should be progressive. 

Q. — Then vou liave not understood Profe.ssor Rignano’s theory. At any 
rate, you consider that the duty should be charged on the estate left by 
any particular individual and that the rate should bo progressive, i.e., for 
a larger estate the rate .should be higher? 

A.— Ye.s. 

Q. — Tn England, death duties are of two kinds. One is what is called 
the estate duty to be determined by the value of the whole estate loft; 
the other is what is called a legacy duty or a succession duty paid by the 
successors or the legatee and on the amount that is received by him. The 
latter duty varies with the degree of relationship of the legatee to the 
testator. 

A. — agree that an immediate relation should pay a smaller duty than 
a distant relation. 

Q. — So that, the death duty should be of two kinds, one an estate duty, 
and the other a legacy duty? 

A. — T agree with that theoi'y. 

Q. — How arc you going to treat joint Hindu families?^ When a mom- 
hor of a joint Hindu family dies, you in Madras, as we in Bombay, are 
governed by the Mitakshara Law and every man has a definite share in the 
joint family. How is the duty to be levied? _ Is it to be levied on the 
amount of the estate, which is supposed to be his ijortion if he had claimed 
jiartition at the time of death, or on the whole estate of the joint family? 
Suppo.so a father has three sons; according to our law, any of those sons 
can claim partition and get ono-fourtli of the whole estate whenever ho 
claims partition. But suppose they are a joint family, liow ai-e you going 
to charge the duty when the father dies? 

A . — T can only answer that question as a layman; lawyers wo\xld be 
able to enlighten you on this question. 

Q. — I am not a lancer mySelf. In a joint family consisting of a father 
and three sons, if the father dies, how will you charge a death dixty? 

A. — On the estate as a whole. 

Q. — But if the father is living and one of the sons dies, how will you 
charge ? 

A. — That is a legal point. I am only on general principles. I do not 
want to answer the question as a layman and commit myself to anything. 

The President. Q. — You have not thought of this question. 

A.— No. 

Q. — ^You would make it compulsory to rcgi.stor all partitions .and levy 
a duty on registration? 

A.— Yes. 

J)r. Paranjpye. Q.— On what basis have you fixed Rs. 3,000 as the 
limit for an individual and Rs. 5,000 for a joint family? Do you consider 
that these limits would be suitable limits of exemption? 

A. — ^Yes. 

(Sh'i’ Percy Thompson. Q. — A tax is imposed on the export of jute. Now 
India is the only country which exports jute. If you impose an export 
duty, the duty f.alls on the foreign countiy and' the foreign consumer has 
to pay the duty. If you have no monopoly the export duty has to be paid 
by the producer. 

A. — ^That is so. 

Q-~po you accept the position that an export duty is only justified on 
the ^liitx P " nature of a monopoly of the country imposing 

tJie ca.se of monopolies, but also in the c.ase of other 
aitirle.s in ^^hach it lias an important place in n'orld x^i'odnction. 
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Q. — Tea is by no means a . monopoly. 

A.— No. 

Q. — In India you cannot regulate the woidd price of tea like that of 
jute. The tendency will be for the export duty to fall on the producer of the 
tea. 

A. — ^Yes. The export duty would only amount to a small percentage. 

Q. — It may be that the tea industr 5 ' has been in a vei-y flourishing 
condition owing to war conditioJis. Is it in a flourishing condition at the 
present moment? 

A, — It is. 

Q. — ^Tt is fairly flourishing; it is not as flourishing as it was and the 
tendency for the tea industry will bo to go back to normal ijrofits. 
When it comes back to normal profits, do yon suggest thei’e would 
bo a justification for putting 'an export duty on it? 

A. — The producer includes the export duty in the price. 

Q. — ^If it is governed by world prices ho cannot put it on the con- 
sumer. Ho has to pay it himself. When the tea industry onlj' makes a 
normal profit, is there anj’ justification for singling out tea for an export 
duty? 

A. — ^You are taking the ideal position. 

Q. — This is one of the taxes you are going to impose in order to make 
up the loss of permanent revenue under excise. 

A. — ^Then, the question to consider is whether the world production is 
enough to meet the world requirements. 

Q. — I am not on that. You are .putting a duty on tea to replace a 
permanent tax. If you agree that a dut 3 ’ on tea is only justified when the 
profits from the industry are abnormal, and if you assume that they can- 
not remain so for ever, how do j'ou justify the duty? 

A. — Our experience for the last 25 years has been that the industrj' 
is flourishing and can afford to pay the duty imposed on it. 

Q. — If you could establish the fact that the tea industry is making an 
abnormal profit, T quite agree that it can boar a small export duty. But 
.you cannot assume that the abnormal profits are going to continue 
indefinitefy. No industry continues to gi%'o abnormal profits for ever. What 
you are trying to do is to find a permanent source of revenue to replace a 
permanent loss uiuler excise. 

A. — ^Tf the iiroducers of the tea come down and make a comiflaint, we 
maj- be able to find something else to substitute for the dutj' on tea. At 
present it is giving a permanent tax. 

Q. — Are the profits from tobacco abnormal? You certainly have no 
monopolv in tobacco, but you have a very small proportion of the W'orld’s 
production. 

A. — We can utilize that tobacco in the country. 

Q. — How is that relevant? 

A. — I ask what would happen if exports wei’O stopped on account of 
world competition. 

Q. — ^^Yon’t the effect of putting an export dutj’- on an article bo to 
raise its price? 

A. — ^In England thej' are putting a voiy heavj' dufy' on tobacco. 

Q. — That is an import duty. 

A. — ^Your point is that exports will be stopped to a countrj^ like 
England. 

Q. — Exports will bo stopped to every foreign country. 

A. — Aj-e the foreign countries going to be without our tobacco? 

Q. — ^It is a more flea-bite that India supplies. 

A. — ^We can still find a world demand for it. 

Q. — Suppose the world price of tobacco is Rs. 5 a pound, you irut an 
export duty on it and make the cost to the exporter Bs. 6 a lb. How 
in the world is it going to compete against the tobacco which sells at 11s. 5 
a lb. that come from the rest of the rvorld? 

VII— 8 
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^ _I mean that Ave can still levy an export duty and find a sale for it 
in some market, because ve are exporting tobacco to different parts of the 
V’orld. 

Q _But why should they buy your Es. 6 tobacco ivheii they can get the 
same quality at Es. 5 elsevhere? - 

A.— In some parts of the world, e.g., Penang, Singapore and Malacca, 
there is a craving for Indian tobacco. 

Q _I am quite clear that the big markets of the world will not take 
jmur tobacco. 

^ _I appreciate the point that the price charged would depend on the 
world price and maj’ have to be redticed. The question is whether the world 
prices in some places cannot be brought down and whether those places will 
not buy our tobacco even if we hat'e a small duty. 

Q, — Are there other articles, on which wq can levy an e.xport duty? 

A —Yes, there was an export duty on rice some time ago. 

Q. — I think the duty is still levied. Take the case of hides and skins; 
I imagine that the export dutj' in this case is levied for a different reason. 
You may have to foster the leather manufacturing industry, but in the case 
of tobacco I can see no such reason. 

You suggest a duty on oil-seeds. I do not know whether from the fiscal 
point of view, it would be a good thing to levy it. 

A. — ^Yes, we can keep the oil-seeds and the manure in the country for 
agricultural purimses. 

Q. — You are doing it for reasons which are not connected with taxa- 
tion, but for social reasons? 

A. — ]My own view is that even if we levy an export duty, some parts 
of the world are sure to buy from us. ^ 

Q. — These duties are a r’eiy ticklish question. Take the cotton excise 
duty; the duty is only Si per cent, why is there an outcry against it? 

A. — With regard to that, the competition to-day is mostly from Japan 
and not from any other place. Japan gets our cotton and sends its 
manufactured goods to this country. 

Q. — The allegation — I do not know how far it is true — is that this SJ 
per cent excise duty on cotton is enabling Japan to compote with the 
Indian mills. 

A. — Japai^s competition is not only to the extent of that difference in 
the cotton excise duty, but it is still more in certain classes of goods. Japan 
is successfully competing to-day, not only with the Indian mills, but also 
with Lancashire. They manufactured a stuff recently, for wliich Lancashire 
spinners are trying to find out a substitute. They have met and decided to 
manufacture a cloth to compete witli the Japanese cloth. 

_Q. — saw that in the papers and there has been a howl of indignation 
at it. 

A.— I may tell jmu that to-day the importation of Lancashire grey 
goods has mainly gone down; that is due to competition from Japan, 

Q- K is due very largely to Japanese and Indian competition. 

A. To some extent Indian, but it is mostly Japanese. Japanese are 
selling more in this country. 

Q- — I merely suggest that there is no use saying that the duty levied is 
small. 

. A. It is a point to consider whether similar taxes are imposed on such 
industries in other countries. 

, Q- — uot know whether fliero is an export duty on tobacco any- 
where. 
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22nd April 1925, 

MADRAS, 

Present: 

Sir Chahles Todhukteu, k.o.s.i., i.c.s., President. 

Sir Bijay Chand Mahtab, g.c.i.e.j k.c.s.i., i.o.m., Maharajaclhiriija 
Bahadur of Burdu’an. 

Sir Percy Thojieson, k.b.e., c.b. 

Dr. R. P, Pahanji’ye. ' 

Dr, L. K. Hyder, 3I.L.A. 


Mr. T. V. SRSHAG-IEI ATYAR (Ex- Judge), Madras, was examined. 


Written memorandnm. of Mr. Seshagiri Ayyar. 

Q. 1. — ^Tlie statistics available at present for the purpose of an estima- 
tion of the "wealth of the counti-y are neither adequate nor reliable. To 
arrive at a correct estimate of the jdeld of land, I find different methods have 
■been eiuiiloyed in different provinces. There should be a uniform method. 
That alone "would enable us to institute comparisons regarding the incidence 
of taxation. In mj’" opinion, the crop-cutting experiment of Madras is less 
objectionable than the others. Previously, the revenue officers carried these 
experiments in each village during the time of crop inspection and cheeked 
the estimates given in the village accountant’s records. No"a', that has been 
abandoned. This practice ought to bo resuscitated. Other provinces "would 
find the system less liable to abuse. The estimates now supplied by the 
Director of Agriculture are mostlj’" based on the outturn of crop in agricul- 
tural farms where scientific methods of cultivation are generally practised. 
The village accountant’s figures certainly need very careful scrutiny as the 
estimate in annas is often a result of guess work. 

I cannot say anything about other statistics given in the annexure. 
But I may venture to express the opinion that they seem more reliable than 
agricultural statistics, as they are not based on averages and guesses. 

Q. 2 . — T shall deal mainly with the Madras figures, although I may later 
on endeavour to state briefly the corresponding figures in some of the other 
provinces. From the latest census report it will be seen that out of 100 
persons, the number engaged in agricultural and non-agricultural occupa- 
tions is 70 and 30 respectively. Dr, Slater in estimating non-agricultural 
income of this Presidency rightly, refused to adopt the percentage arrived at 
by previous enquiries, viz., 50 per cent. The average adopted for the whole 
of India cannot he applied to this Presidency. Adopting the estimates of 
Dr. Slater, i.e., non-agricultural income at 43 per cent and the number 
engaged in non-agricultural occupations as 4S per cent, the income per capita 
will naturally vary. But we must take into account another fact. There 
are manj' who are dependent on agriculture as well as on other occupations. 
There is the tendencj' also, as remarked in the census report, for evei’y one 
to claim connection with the soil, though they may not be actually engaged 
in agriculture. We must make allowance for this, kloreover, the figures 
given by Dr. Slater relate to a year when the prices owing to_ war and other 
circumstances were very high. To arrive at a correct estimate of agri- 
cultural income, the figures for a number of normal years, say five or ten, 
must be taken and the average should be arrived at. That will give _ us 
approximate income. Further, it is open to argument, whether in arriving 
at non-agricultural ijicome, the standard applied by Dr. Slater is correct. 
The host method, if correct estimates are available, is that suggested by 
Professor Shah and Mr. Khambata. 

Q. 3. — I agree there are no corresponding figures in India. I do not 
. admit that the bases of calculation have been exhausted in these countries. 
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ill the Bombay Legislative Council vould be useful; more accurate statistics 
would then be available. A detailed enquiry, once made, even if expensive, 
would benefit all future enquiries. 

Q. 5. — do not know how long it took, what permanent value it has. 
I am therefore unable to express an oiiinion. 

Q. G. — I favour legislation of an all-India character. 

Q. 7. — These estimates will enable the Government and the publip to know 
and appreciate how far the economic condition of the people has improved. 
lAHiilo they may be useful to determine the incidence of taxation, they would 
help Local Governments to compare notes, to formulate schemes for expansion 
of revenue and for taking in hand works which Avould secure industrial or 
other progress in the province. 

Q. 8. — These are not sufficient to form the basis of an estimate of the 
incidence of taxation on different classes. IntensiA'o economic enquiry in 
each province and in each district and taluk centres must bo conducted. 
The great disparity in the rate of assessment in the districts is duo to this 
failure. 

Q. 9. — I AA'ould divide the population with reference to taxes into Wo 
classes : — 

(1) Agricultural. 

(2) Non-agri cultural. 

One mode of arriving at primary incidence only is to divide the aggregate 
amount of taxes by the number of people paying them. But this is not 
possible so long as indirect taxes paid by consumers exist. In the circum- 
stances of the case the amount of the taxes should be divided by the Avholo 
population; such taxation may not present any difficulty. 1 am strongly of 
opinion this would be merely palliative. To got at the wealth of a country, 
the taxable capacity and the equalisation of incidence, a careful economic 
enquiry should bo made. That must precede everything else, '\\niat we 
Avant to knoAv is, whether the methods adoijted haA’e touched those that can 
bear, have aAmided those that cannot, and Avhethor individuals and the 
country stand to progress by the methods ado 2 )led. 

Q. 10. — The figures from the budget shoAv that the income from the 
sources mentioned is not inconsiderable. I must say that the tree-tax in 
Madras is capriciously levied and that fines are too lieavy, 

Q. 11. — Railway cess, road cess, survey stone tax, etc. 

Q. 12. — The tax on fuel removed from the foi-ests may be treated as tax. 

Q. 13. — The main object of a GoA’ernment monopoly has been and should 
be to pioneer and to educate. As in schools, etc., GoA'ernment business 
shoAild serve as models and no more. In my opinion, a bare return on the 
capital iiiA^ested is sufficient, unless there are undertakings AA’hich do not 
promote general public Avealth but promote the interests of a particular 
section. 

Q. 14. — It is indirect taxation. For example, the surplus from raihvays 
goes to the exchequer, and Avith the nationalisation of raihvays, it is difficult 
to regard the faros as not being part of rcA’’cnue. These obserAUvtions ajAply 
pari pasu to the other instances mentioned. 

Q. 15.— Speaking for Madras, I think this kind of tax exceeds the 
anticipated income from the outlay. I hope to giA'e figures later on. 

Q. 16. — If there should be further taxation, I Avould prefer a lump pay- 
ment to periodical Ausitations. 

Q. 17.— I can say a great deal on this subject. One of the primary 
conditions between landlord and tenant is that the landlord should liavo 
spout further sums on the irrigation sources. I think the tenancy laAV is 
juster than the revenue laAv. 

Qs. 21 and 22.— ;In India there are no fixed principles, mainly because 
the sources of taxation are varied. Permanent settlements in some places 
have excluded large areas from reAusion. Government proceed on stereo- 
typed lines, Avithout taking a large vicAv of rights and duties of all persons 
who derive equal benefit from the machinery of Government. I am old 
fashioned enough to prefer payment by the consumer; but I doubt very 
mucli 'vvhetlier direct taxation can be avoided. The best principle is to 
enable the exchequer to got from the tax-payer that amount which represent 
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tlie protection and privilege lie enjoys for carrying on his vocation. This 
is niy ideal. In iiractice, I am inclined to agree with the view of Bastahle. 

Q. 23. — I do not agree with the statement in regard to drink. It does 
not take into account the condition of the family, hut only of the individual. 
It imposes an economic waste in the long run, hy prematurely disabling 
the worker, by impoverishing his family and so on. This is especially the 
case with those who drink country liquor and arrack. 

Q. 24. — I am in favour of the former, but not the latter as railwaj' 
travelling has almost become a necessity. 

Q. 25. — ^I do not think it is possible to draw now any sucli line of 
demarcation. The evil is sxireading rapidly amongst classes who by religion 
or custom are prohibited from taking intoxicants. If I understand the 
implication aright, the suggestion is to penalise the community in some 
other way for these virtues. I hope I am wrong. 

Q. 26.~My answer is given to Qs. 21 and 22. 

Q. 27. — Inability to pay must be the test for exemption. In the case 
of many indirect taxes such as salt duty, etc., every member of the com- 
munity is made to pay some tax or other. While this principle may be 
just, I would exclude all incomes from whatever source (agriculture not 
excluded) which leave no margin for effective saving. 

Q. 28. — It is in the main a convenient method of representation. 

Q. 29. — Direct taxation offers no difficulties for calculation. I, as at 
present advised, would not make indirect taxation the basis of representa- 
tion. When we reach the stage of manhood or Avomanhood suffrage, these 
difficulties would disaxjpear. 

Q. 30. — HoAvever convenient it may be for purposes of collection, it 
imposes many disabilities and is opposed to Indian sentiment. 

The same can be said of the capitation tax. Poll tax would raise a storm 
in the country and Avould make the Government immensely unpopular. 

Q. 31. — None of these are suited to Indian conditions. 

Q. 32. — They are more objectionable than the taxes mentioned in the 
question. 

Q. 33. — I am in favour of the present rates. It is just possible to levy 
a high rate on the profits made out of the manufacture of luxuries. It is 
a system attended ndth danger. The taxable income should bo raised to 
Rs. 5,000 at least. 

Q. 34. — ^^Vhile retaining the i)resent graduated scale, I Avould like 
exemptions of the kind given in England to be incorporated. 

Q. 35. — ^I Avould _ advocate differentiation. AVhere an enterprise is calcu- 
lated to advance national wealth, I would tax it A^ery lightly as compared with 
business which is based solely on profit earning calculations. 

Q. 36. — ^^’’ery difficult. 

Q. 37. — I favour the continuance of super-tax on comxjanies. 

Q. 38. — ^I am for the continuance of the lu-esont system. The agricul- 
turist of Madras is the most licaAdly taxed of his compeers. I see no warrant 
for submitting absentee landlords to high taxation. He suffers in income 
bj" his absence. That is penalty enough. I see no justification for the 
mortgage-OAvner being jAut on a different scale. 

Q. 39. — I totally disagree. JThesc gentlemen khoAV nothing of the jAlight 
of the jNIadras agriculturist. 

Q. 40. — M'^hile it is true there is no exemxjtion iu the case of the payer 
of land reAmnue, I am not in fuAmur of reducing the limit of exemption in 
the case of income-tax. The income-tax assessees generallj'^ liA-e iu urban 
areas AA'here cost of living is high and, as in rural areas, all the members of 
the family do not earn and contribute to the expenses of the family. I 
have already indicated that tax on land should be abolished in the case of all 
agriculturists aa'Iio get fi-om their lands no more than AA'hat is necessary for 
consumption. 

Q. 41. — ^I do not think there is any ground for such a reproach. The 
methods uoav adopted have removed to some extent the complaints against 
the Income-tax Department. 

Q. 42. — ^I^arying general forms may be prescribed for different sources 
of income. That Avould facilitate collection and tend to business-like habit. 
Too rigid a comijliance at the outset may load to abuse. 
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Q. 43. — liavo no opinion. 

Q. 44. — Issno of incoinc-lax-lrco hccnrilic» has not loci to niischief, so far 
as 1 am awaro. 

Q. 45. — 1 have no opinion. 

Q. zi6. — think tho whole matter retinires reconsideration as is ovidont 
from the discussions in the Assembly. 

Q. 47. — I prefer the English mothod which is more equitable and just. 

Q. 61.— I do anticipate in the near future; in all probability, a general 
proposition Avill bo pressed for decision. 

Q. 62. — By retrcnclimont of expenditure, which in my opinion is quite 
possible, and 1 ) 5 ' imposing taxes on those on whom at i)resont thc 5 ’ are com- 
paratively light. 

(a) (1) I approve of this. The limit of exemption should be somewhat 

high. 

(b) The Bombay scheme is more reasoniiblo. 

Q. 63. — The statements quoted may hold good in tho case of other 
countries. Of coui-so, tho declared excise policy of the Government is in 
accordance with all tho statements except tho last one. Indian experience 
is that increase in excise tax is not followed by reditcod consumption. It 
only impoverishes the drinker and tho.se dcqjondent on him tho more. 

Q. 64. — I have never known iladras to bo behindhand any province in 
tho imposition and collection of revenue. It is our virtue and our inis- 
fortxuic. 

Q. 65. — All rate* of duty below Bs. 25 arc. in my opinion, low. It j.s 
possible not only to reduce varictx' but also impose a uniform standard of 
duty. 

Q. 66. — I do not believe increases in duty have generally resulted in 
increases in illicit production. Even if that has happened, it is not voi'y 
considerable. The number of cases of illicit ])roduction detected may bo 
due to tho greater vigilance exercised by the Excise Department. 

Q. 67. — Just as foreign possessions like Pondicherry and Karikal do il, 
there shoxild ho no difficulty in adjusting the relations between ijrovinccs. 

Q. 68. — I would. 

Q. 69. — ^I have no opinion. 

Q. 70. — I have no idea. 

Q. 71. — For the reasons already .stated a uniform rate can be imposed 
on ganja, hliang, chaivs, etc. 

Q. 72. — Yes. 

Q. 73. — From tho point of view of taxation, tho retail vend is satis- 
factory. 

Q. 74. — Thei'c is tho danger of monoi)ol 5 ' as stated in the ciucstion. The 
bidders at auction can combine and bring down tho sales. Taking this fact 
into consideration, perhaps fixed foe s 5 -stom with a jirogressive rate of 
inci'easo in fees ma 5 ’ be preferred. 'J'his will also incidontall 5 ’ avoid tho evils 
of the auction s 5 'stom. 

Q- 87. — I am in favour of taxes on advertisements, botting| entertain- 
ments and luxuries. 

Q. 88. — I agree these transactions facilitate collection, I h.ave no special 
observations at present on them. 


_Q. _89.— I am strongl 5 ’ of opinion that justice should not bo sold. Taxes 
on judicial proceedings either in tho form of stamps or court-fees should bo 
limited to pay the cost of courts and no more. 


Q. 90 . — 1 do not agree with Hobson. 

Q. 91.— I have no views on the subject. 

Q. 92.— Perhaps water-rates come under this category and court-fees, 
etc., when they exceed the limit I mentioned above. 

Q. 93.— I believe it is legitimate to charge a higher sum as registration 
fees, it does not stand on the same footing as court-fees. 

Q- 9^’ — Stami) duties on transactions. 
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Q. 95. — am in favour of extension of entertainments duty. 

Q. 96. — ^It is not easy to define the terms. In rent, there is the element 
of profit, of sharing and of contract. ' In tax, the element is payment for 
security enjoyed. There is no question of tax-gatherer sharing the profit. 
I think the land tax is a tax pui-e and simple. Historically and ethically, 
that is the correct position. I think the East India Company recognised this 
principle. 

Q. 97. — ^To a great extent. 

Q. 98. — I concur generally with all the ohsoiwations. 

Q. 99. — Temporary settlements lead to differentiation between district 
and district and are capricious and unsound. I can write pages about this. 
This can be abandoned. I indicated this already. 

Q. 100. — ^Es. 2,000 a year is the subsistence level. I believe it is possible 
for a taxing officer to ascertain the agriculturist’s income. 

It may be that such an exemption would lead to further fractionisation 
of holdings. But that caunot be helped. 

Q. 101. — I approve of tax on fractionisation. A law may be enacted, 
by which fractionisation beyond economic holding should be prevented. 
Comjmlling the sharer to sell away his share can be enacted into laAV. 

Q. 102. — ^Tho principle enunciated should not be applicable to waste land 
brought under an irrigation scheme. The principle has no application. 

Q. 103. — This field of taxation should be made over to local authorities, 
who must be instructed to apply a uniform rate applicable to all districts 
alike. 

Q. 104. — Q. 3 would give a fairly accurate idea. If my idea of entrusting 
to the provinces the work is accepted, this process need not be considered 
elaborately. 

Q. 119. — I am not in favour of any new taxes at present. The agri- 
culturist is groaning under heavy taxes. The capitalist must have enough 
to fall back upon to make the industry stable and to start new industries. 
Retrenchmoift must be resorted to. Our administratioir is too costly for us. 

Q. 120. — It is a capital idea to tax marriage dowries, luxuries, such as 
race horses, motor cars and costly imported articles — no more. 

Q. 137. — ^The question deserves examination. There are difficulties in 
the way. 

Q. 138. — ^Nothing hut the amount left by the deceased should he taken 
into account. 

Q. 139. — ^The propositions appear to be unexceptionable. 

Q. 140. — I agree with the scale of duty in the United Kingdom except 
its latest stages, beginning with 50,000 and upwards. I do not think anj'- 
thing more than 10 per cent should he taken by the State. 

Q. 141. — I think the suggestion contained in (a) is the only possible 
method. Even then, the question is whether it is property that is being 
inherited. 

Q. 142. — 1 accept the proposition. 

Q. 143. — Sir James Stephen’s diagno.sis is accurate. 

Q. 144. — ^Taxing of movable property other than shares may load to 
inquisitional proceedings. Balance in the bank and debts outstanding may 
bo easily traced but not cash in hand, articles of value, jewels, etc. 

Q. 145. — ^The Central Board of Revenue through the Income-tax Depart- 
ment. 

Q. 146. — ^Rs. 5,000 is the appropriate exemption limit. 

Q. 147. — ^I am in favour of a combination (3) and (4). 

Q. 148. — ^li''hile this may sometimes happen, the customs has proved to 
be a source of elastic revenue. 

Q. 149. — ^The present system requires revision considerably. 

Q. 150. — ^It is possible, 

Q. 151. — ^Land revenue should he solely provincial. 
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Q. 152. — I accept tlie I’easoning. 

Q. 153. — ^Tiie export duties imposed may be so framed as to allow 
sufficient scope for the province to impose a surcharge which would go to 
the provincial revenue. 

Q. 154. — I would advocate the transfer of the excise including foreign 
liquor and opium to the provinces. 

Q. 155. — Tobacco also may ho treated as a provincial subject for purposes 
of taxation. 

Q. 156. — I incline to the view that income-tax primarily belongs to the 
Central Government; large incomes ai-e made from exijorts and imi^orts. Tlie 
machinery is that of the Government of India. _ The pi-otection is from that 
quarter. If there should be a division, certainly the Central Government 
cannot have less than one-half. 

Q. 157. — The above considerations do not apply to stamp duties. These 
duties must form part of the provincial revenues. No distinction need bo 
made between judicial and non-judicial stamps. 

Q. 158. — I cannot think of any at present. 

Q. 160 . — I agree. 

Q. 161. — No limit need be imposed as the District Boards are subject 
now to the control of the electorate. 

Q. 162. — I do not think the principle sound. Each must contribute to 
the other. 


Mr. Seslxagiri Ayyar gave oral evidence as follows 

The President. Q. — ^Tou are an ex-Judge of the Madras High CourtP 

A.— Yes. 

Q. — ^You were also member of the Fiscal Commission? 

A.— Yes. 

JDr. Syder. Q. — ^In your answer to Q. 1, you say that the crop-cutting 
experiment has been abandoned in Madras. 

A.— Yes. 

Q. — ^You also say that the crop-cutting experiment of Madras is le.ss 
objectionable than the others. 

A. — I say that the crop-cutting experiment is less objectionable than the 
other experiments tried. 1 know nothing about the crop-cutting oxiieriments 
elsewhere. 

Q. — ^Why has it been given up in Madras? 

A. — ^Because they have to go from village to village in making the ex- 
periments and that was considered to be exiiensive. 

Q. — You have got the Jiarnams under the supervision of a revenue 
officer. The revenue officer will have to go to each of the village in any 
case and how can the exiieriraent bo cxirensive? 

A. — Before you make an experiment, you have to select a number of 
villages, and calculating the yield in these villages means a lot of time. That 
was pei'haps the reason why it has been given up. But I do not know 
exactlj' why it has been given up. I know that it has been given up. 

Q. — You say that the estimates made by Professor Shah and Mr. Kham- 
bata are more reliable, and I daresay that you have read the work of these 
two gentlemen, 

A. — ^Yes, to some extent. 

Q. — Does it not strike you that they left out services altogether? 

A. — ^That is so. They have not obtained information from the Govern- 
ment regarding the income, etc., of the services; and I was going to suggest 
that in adopting the Bombay Bill as an all-India Bill, you axuU have to ask 
the planters and the Government to give similar information. That is my 
idea. The Bombay Bill is not quite all right. It requires to be supplemented 
by the information given by the jxlanters and others regarding the wages paid, 
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nnd the Government shoiilcl ho comijelled to give information regarding -wages 
paid to their servants. To that extent, I think, you are right in saying that 
it is not quite full. 

Q. — ^There are two concepts. The first is the national income, and the 
second is national wealth; and my imiJi-^ssion is that in estimating the 
national Avoalth, they have left out services altogether. 

A.— Yes. 

Q. — ^And the other thing is that they regard the national income of the 
country as so many bushels of rice and wheat in the form of consumable 
agricultural products. The services rendered during the course of the year 
and .such other things do not enter into the national income. And I therefore 
ask you whether yon think that the estimate of Shah and Khambata is 
correct. 

A. — I think my_ statement is that it is better than other estimates. I 
do not say that it is completely right. 

Q. — I do not quite understand wliat you mean by your answer to Q. 3. 
You saj": “I agree there are no corresponding figures in India. I do not 
admit that the bases of calculation have been exhausted in tlieso countries”. 
I do Jiot quite understand your second sentence. ''i\niat is it that is in your 
mind? 

A. — ^If you turn to the appendix of the questionnaire, you find that 
information is given as regards this : and my impression is that every avail- 
able source of information has not been exhausted, and therefore, T would not 
regard the enquiry made under those conditiojis as sufiicient for Indian 
piirposes. 

Q. — ^Proceeding to Q. 5, I may inform you that it took seven years for 
the results of the English Census of Pi'oductioni to be published. Do you 
think any effort in this direction costing so much money and so imich labour 
would bo woi-th the results? 

A. — I certainly think so. Even if it takes ten years, I do not think 
that j'ou should grudge it. You must have a complete economic enquiry. 
Once you make the enquiry, you Inj’ the foundation for all future enquiries 
to bo clone in loss time; and 1 think it would amply repay the expenses that 
would be incurred. 

Q. — ^AYhat is your idea of an economic enquiry? Would you enter into 
the economic circumstances of 320 millions of people? Is it your idea? 

A .- — 7 do not know whether you imidy that. I suggest that each indivi- 
dual should be examined. Jly idea was this. Take, for example, some typical 
villages in a taluk and some typical towns and also unions and so on. If 
you make enquiries in those villages, towns' and unions, you will be able to 
get a fairly accurate idea of the conditions of the whole district and of the 
whole .Presidency. 

,Q. — ^Don’t you think that it will load to suspicion and trouble in the 
villages? 

A. — do not think so. I think Ave are in better times than your question 
seems to suggest. 

Q. — In answer to Q. 12, j’on say, “The tax on fuel removed from the 
forests may be treated as a tax.” 1 do not quite understand Avhy you treat 
it as a tax. i put this to you. You are the owner of a forest containing 
timlier of all sorts. You give the right to other peo])le to extract the timber. 
You Avill naturally charge them. The forests in this country are the pro- 
perty of everybods' and the vStato represents everjijody. 

A. — Now, take a public forest. You got avhat is called a permit before 
going into the forest, and the ])ernnt foe is in my vieev a kind of assess- 
ment. I believe each pria'ate forest oevner pays GoA’-eraiment a certain 
amount of tax. Take the case of IMalabar Avhere there are large forests 
owned by private persons. At any rate, my impression is that many of these 
forests, especially in Malabar and South Kanara, are private 'property. 
These oivners give the cutting of timber on lease, and the lessee -takes the 
income, and the Government a.ssesses the owners at a particular rate. 

• - The President. Q. — Assesses to land revenue or to income-tax? 

'A.— i thinls:' it is land revenue. Therefore, I thought that there Avould 
be no objection in regarding a tax on fuel as part of land revenue. 

Yir-9 



Dr, Daranjpyc. Q. — Bui aro they clini-ged for tlio rDJuoral of the forest 
procluco over and above the laud revonuo? The people who get permits from 
the owner of the forest cut the firewood and remove it outside, and is there 
a fiu’thor tax on it bj the Govornment? 

A.— No. 

Q. — Then how do j'ou say it is a tax on fuel? 

A.— I was speaking of the Government forest. 

Q. — The object is to compare Govornment forests with irrivato forests. 
If Government charges the same amount as > would bo charged by a private 
owner of the foi'est, then how does it become a tax? 

A. — So far as the Government is concerned, when they issue a permit 
and charge the fee, it goes into the Government exchequer, and there is no 
other tax. Therefore, I regard any license given for cutting as part of the 
revenue which the Government derives from that forest. T, therefore, do not 
see why the license fee charged for cutting wood should ho regarded as not 
coming within the catogo]-.v of tax which the Government levies. 

The President. Q. — But a i)rivate oumer ol trees will not be taxing 
people when ho charges a certain fee for the extraction of timber. 

A. — But the private owner i)ay.s tax upon his holding. 

Sir Percy Thompson. Q. — ^^Vould you regard all that the Govornment gels 
as taxation — any money that the Government gets? 

A. — ^Not the whole of it. But generally it woidd be a tax. 

Q. — Suppose you have a Government that undertakes electric lighting 
and charges for it. Would you regard it as a tax? 

A.— No. 

Q. — ^Then how do you regard the charge for the timber ns a tax? 

A. — Because it is for trees grown on land on which land revenue is 
taken. 

Dr. Paranjpyc. Q. — There are certain lands which aro purely private 
property and other lands which aro ptiroly Govornment property. 

A. — ^How do you distiiiguish between a foj-est and ryotwari land? As 
regards the right of the Government to the land, if you saj’ that the land 
belongs to the Government, docs it not necessarily follow? 

The President. Q. — If it has been notified as a reserved forest under the 
Forest Act, there will be no question of any indvate ownoi'ship. It is either 
Government property, or else all rights have been acquired bj’ Government, 

A. — ^Noj absolutely none. Therefore, so far as the income from the 
reserved portion of the forest is concerned, it being Government property 
and there being a certain amount charged, I think it would be right that 
that fee should be regarded as part of the tax paid by the people who_ go to 
the forest. 

Dr. Paranjpye. Q. — ^How is it a tax? It is jnonoy paid for goods given 
in return. 

A.— I have not yet been— if I may say so— able to distinguish between 
various kinds of property owned by Government. T can understand their 
being owners of certain industries for the purpose of pioneering and so on. 
But in regard to land and forests. I do not see that there is anv di.stinction 
between one class of ownership and another class. 

Q. — Suppose in Madras there aro Government bungalows and Govern- 
ment lets them out to you and a rent is charged. Would you regard it as 
a tax ? 

A, — ^No. 

Q. — ^Then what is the difference between that and this? 

A. — I think there is a good deal of difference. 

Sir Percy Thornijson. Q.— Suppose you have a forest in private owner- 
ship and fees aie charged for cutting wood. Supposing in course of time the 
forest passes to the Government and it proceeds to charge exactly the same 
fee as the private owner charged. Would that be a tax? 

A.— I think it would be regarded as a tax. But I see your point, namely, 
that it should be i;egarded more as income rather than a tax. Probably, to 
that extent I am liable to correction. 
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I'hc Fresidciit. Q. — ^^Vith regard to Q. 3, do 5^011 tliink that 70 per cent of 
the ijeople are connected with agriculture? 

A."-Ev'eii persons who hold mortgages call themselves owners of property. 
There is a great sentiment in this country with regard to the owning of land. 
I know of one i^articular instance and j’ou Mr. President must have known 
it too. In tho district of Trichiuopolj' in Nirur, for about 10 or 12 yeai's, 
about 40 acres of land have been washed away by floods and people pay 
taxes in the hope that thej- can i-eclaim the land. The attachment is so 
great that they pay the tax even when thej' do not get any income. 

Q. — The claim that 70 or 80 per cent of the i)opulatiou are dependent on 
laud is rather an exaggerated estimate. 

A.— I do iiot say tho3- are dependent on land, 70 or 80 per cent 
are agriculturists. When j-ou saj’ ‘dependent on land’, it may not be quite 
correct. You can saj* thej' are connected with land. 

Q. — ^In regard to Q. 8 you say, “The great disparity in the rate of 
assessment in tho districts is due to this failure.” What exactly do you 
mean bj' ‘this failure’ ? 

A. — Failure to jiiake an intensive economic enquiry. Take, for instance, 
tho Coimbatore and Trichinopolj* districts. I have been just looking into the 
assessments there. The highest assessment in Coimbatore is Rs. 11-8-0, and 
in Coimbatore an acre sells, at Rs. 5,000, whereas in Trichinopolj' it sells 
at Rs. 1,500. On land which gives one-third of the income they pay 
Rs. 14-4-0 in one district, whereas on the other thej' pay Rs. 11-8-0. 

Q. — ^That is due to tho fact that one settlement was made at a certain 
commutation rate and the other settlement at a different commutation rate. 

A. — Yes. But if you once have an euquirj' and come to certain conclu- 
sions as a result of that enquiry, then the fact that j;ou are going to base 
tlic assessment upon the market i»ricos for 20 years will not give a marked 
difference between one district and another. You have not made such an 
enquiry, and because j’ou depend upon the settlement, this disimrity exists. 

Q.— You think that one of the results of the economic enquiry would be 
radically to alter our system of land revenue? 

A. — ^Yes, certainly ; and it ought to. 

Dr. Dyder. Q. — In answer to Q. 13, you say: “In my opinion, a bare 
return on tho capital invested is sufficient, unless there are undertakings 
which do not promote general public wealth, but promote the interests of a 
particular section”. Government undertakings are post offices, _ railwaj'S, 
irrigation Avorks, etc. May I ask j'ou particularly in regard to irrigation, 
whether it serves tho interests ot a particular section or all sections of the 
people ? 

A. — ^An irrigation project in a particular district ivould only serve that 
district. 

Q. — ^'I'hat is a commercial or semi-conmiercial undertaking; and j'ou say 
that Avith regard to commercial undertakings, onlj' a bare return should be 
realised, Ainless they are undertakings Avhich do not promote general public 
AA'oalth, but promote the interests of a ijarticular section. Noav, may I ask 
you whether your irrigation promotes general public wealth or the welfare of a 
particular district or of a section of the people? 

A. — ^It does not promote general public AA'elfare. 

Q. — So you Avould charge for your irrigation Avorks more than the bare 
eturn ? 

A. — Onlj' the interest chargeable uijon tho capital for constructing tlio 
particular work. 

The President. Q. — ^^Vith regard to Q. 14, you say that tho “surplus 
from raihvaj's goes to the exchequer and AA'ith the nationalisation of railways, 
it is difficult to regard tho fares as not being part of revenue”. Row, we 
sire instructed to readjusc the taxes AA'ithiu the present limit of taxation. It 
is not part of our business to propose anj'tliing in the shape of uoav taxes, 

A. — am glad to hear that. 

Q. — ^Wliat Ave set ourseh'cs to do is to find out the sum total of taxation 
Avithin Avhich Ave can make this adjustment, and if you take all sorts of 
Government revenue as taxation, you give a largo scope to our task. 
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A . — 7 tliiiik it has keen iJointed out as i-egards projjerties omied by 
Government tliat the income derived from them should not be treated as 
taxation. I am liable to be corrected to that extent. 

Vr, Jlydcr, Q. — ^\^nth regard to yonr ansver to Q. 15, I do not quite 
understand v-hat exactly is in your mind when you say, “Speaking for 
3Iadras, I think this kind of tax exceeds the anticipated income from the 
outlay”. "Will you please explain? 

A, — I have got some figures with me taken from the Administration 
Reports for the year 1923-24. I have taken three systems. For the Godavari 
delta, the estimate for the cost of construction, direct and indirect, is 
Rs. 1,71,91,244; total capital outlay, direct and indirect, Rs. 1,63,23,020; 
accumulated surplus revenue since it was started Rs. 9,89,42,663; gross 
receipts, direct and indirect, Rs. 42,57,145; working expenses, direct and 
indirect, Rs. 9,14,391; percentage on capital outlay, 20.48. I also give 
similar figures in this statement, which 1 will hand over to the Committee, 
as regards the Kistna and Cauvery deltas. As regards the Kistna delta, the 
percentage on capital outlay is 19.25 and as regards the Cauvery, it is 23.48. 

The President. Q. — ^Now may I put this to you.? We take it that nature 
has been very good to the Godavari district; works have been comparatively 
cheap to construct and even at the five rupee water-rate, there is a surplus 
rovenxie. Now come to the Nellore district; we find that in order to pay 
the interest on the capital outlay, you have to pay a water-rate of, say, 
Rs. 10. Then come to Cuddapah ; you have a number of schemes locked up 
in the Secretariat which cannot bo put into effect, because you have to put 
up the water-rate to Rs. 15. Therefore, the result is that on your ijrinciples, 
you carne to the rcductio ad ahsurdvm that the more unfavourably situated 
the land, the more one has got to pay for the water-rate. 

A. — ^Yoiir suggestion reduces itself to this — ^that the people of Kistna and 
Godavari districts ought to bo taxed in order to provide water for the people 
of Bellary and other districts. Is that right? 

Q.-ln cases where you have not spent anything and nature provides 
the water, would you charge dry rate? 

A. — That applies to the whole province. I do not understand your idea 
ol taxing mo in order that somebody else might be benefited. 

Q. — ^5yhat I suggest to j'ou is that jmu should pay a share of the increased 
return. 

A. — If you had borrowed from the Government of India you would have 
to pay 6 per cent inteiest. You may take from us 12 -per cent. But why 
do you make it .36 per cent? 

Q. — I suggest that the cultivator has no concern with the cost of the 
work. 

A. — Have a sinking fund after the iutcresis have been provided for. As 
soon as the capital has been recovered, make that available for places where 
you cannot get as much income as you would from these operations. Instead 
of that, to go on taxing me in order to benefit somebody else is not right. 

Dr. Paranjpyc. Q.— It is not taxing you, but not letting you get as 
nuich benefit as you might have got. 

A. — ^I do not see that. 

Q.— Suppose you had a profit of Rs. 100 before the works were started 
and owing to irrigation the income rose to Rs. 300; really speaking you are 
making Rs. 200 tor no effort of youi'S. 

A. — If I pay for a particular thing — . 

Q.— -You have got Rs. 200 for no effort of yours. It is a windfall. Yon 
have spent no money. Really speaking, Goa eminent is entitled to the whole 
ol that Rs. 200. Of course, the lesult of that ivould be that the ryot ivould 
not take iiater. Government will probably take Rs. 150 on that land and 
Rs* 50. You might still consider it worth while to get the 
additional Rs. 50. although Government takes Rs. 150. 

'"■iO put the conveise case. Supposing the Government had allowed 
tlic iieople to dig their oivn channels for the iiurpose of improving their 
m\n iaiKi, &ui)posing I liad spent 30 crores foi* the ■v^’llole of the district of 
Iriclnnopo y. can the Government rightly say “You have spent 10 crores. 
loit should take only about 10 per cent. You aio actually making 50 per 
eeuL bo give us the rent.” 



Q. — 'i'hat would be an huproveinent made by you. 

A. — ^\V’Iieu the Goveriiment spends money in a particular district, it does 
so ox 2 )ecting a iiarticxilar return. 

Q. — ^I'hat is merely an administi-ative consideration. 

A. — ^It is a consideration -wliicli ihej' publisli to the woi-ld. It is not an 
administrative consideration. Whenever they go to the Government of 
India they say Ave cannot venture njion this iiroject, because it would not 
give \is 6 per cent. Does it stand to reason that you should go on increasing 
your income? 

Q. — From the ])dint of view of the interests of the Presidency, you should 
not have all the benefits. 

A. — Have a sinking fund. After providing for interest, if there is an 
excess, take it for unproductiA’'c Avorks. 

Q. — IVe arc not considering the problems of expenditure. Presumably, 
if GoA-ernment gets more resources, not being unjust, it will spend it in 
tlie best Avay jiossiblc. Wc are not going to consider that question at 
present. 

A. — I should not he taxed for the henefit of somebody else. 

Q.— A'ou arc not taxed. 

A. — ^I hai^e to pay more. 

The rresklcJit. Q. — Do you accept the principle that taxation should fall 
fir.st on unearned income? 

A. — Until Lloyd George thought of it 20 years ago I do not think unearned 
income Avas tliought about seriously. Since then, it has been regarded as 
jiart of their oAvn property by the Goi'ernment. I don’t think Government 
has a right in every case to unearned income. 

Q. — Don’t you agree that taxation .should ho on surjilus? 

A. — ^I do not think so. 

Sir Percy Thompson. Q. — Suppose there is a piece of land yielding 
Rs. 100; GoA'crnment may come and say wc are prepared to midertako 
certain o.xpenditure Avhich Avill increase tlio income to Rs. 300. Would you 
offer only Rs. 5 for this? What Avill be your ansAver? 

A. — ]3ut Avmild you allow me to spend my oavu money to imiirovo my 
lands, So that T may IniA-e all the benefits? 

Q. — The ansAA’or of the Government AAould be 'certainly’. But if it is 
agreed that GoA'crument Avould increase the value of land from Rs. 100 to 
Rs. 300? 

A. — -If it is the original contract I Ijua’c no objection to it. You carry’ 
on these projects on the di.stinct understanding that they Avill pay a certain 
amount. If you go on with this project on that understanding, does 
it .stand to reason that you .should, after having got that income, go on, 
increasing it? 

Q. — ^lYhcn the GoA’crnmcnt _ undertakes a project, it examines it and 
satisfies itself as to Iioav much it Avould pay. Bxit there has never been a 
conti-act that the charge for Avater should bo limited to a bare return. 

A. — I do not say there is a direct contract ; but there is an understanding. 

JDr. Paranjpye. Q. — When this GoA’ernment wants to borroAV from the 
Government of India, the Government of India Avants some security for the 
money and they shoAV that the property’ Avould y’ield so much. It is for 
that puiqAose that this GoA-erjiment i-epresents the return on the scheme to 
the GoA’ernment of India. 

A. — 1 respectfully beg to differ. 

J)r. Jlydcr. Q. — You say you are in favour of indirect taxation? 

A. — Yes. 

Q. — ^IVhen it comes to ro^Aresentalion, you AA'ould like to haA’e a direct tax. 
You AA’ould not make indirect taxation the basis of representation? 

A. — ^That is the old-fashioned A'ieAV. If it is indirect taxation, unless there 
is manhood suffrage, you AA’on’t be able to get at the electorate properly. 
In the direct tax, it is easy’ to find out the men avIio are entitled to A’ote. 
Take the man aa'Iu) consumes salt. RA'ery one of us, -to some extent or other, 
Avould jjay soJnc indirect tax. If you make lhat the basis of the electorate 



you uiUsfc liovG uuinlioocl suffrugo. So ■fcliu'fc^ so fur^ as "tlic clGlGiiiiiua'fcioii of 
tliG olGctoratG is coiiceriiecl. tlic i)roper procedure is to find those ivlio are 
piiyins taxes directly to Government. That ivonld he the easiest inode of 
o-etting at the persons ivlio should be given the right of voting. In the 
other case, 1 was thinking of the way Government was getting its income— 
the most feasible mode of getting income. J do not see any inconsistency 
between the two. 

Q.— In other parts of the world people are moving in the , direction of 
direct taxes. 

A. — I still prefer indirect taxation, 

Q. — ^You say that Indian sentiment is opposed to a poll tax, I would 
ask you to state whether there wore any poll taxes in ancient India. 

— j believe in some reign there was some such attempt made to have a 
poll tax. I do not think to any considerable extent there was any poll tax. 

I think there was some kind of pilgrim tax in some place. 

Q. — 'fheii how is it that Indian sentiment is opposed to it? 

A. — I do not see that it finds favour with the people. 

Q. — In all these 3,000 years was there no poll tax in ancient India? 

A. — In Kautilya’s “Arthashastra” it is said that a poll tax is sinful, 
I think Mann also says the same thing. I will make a note of it and send 
you some authorities. 

Q, — There was a tax even on mendicants. There arc other oriental 
countries like Burma where you have poll tax. 

A. — In Burma the attempt to levy a poll tax is raising a great deal of 
difficulty, 

Q. — Burmese sentiment was not against it. 

A. — So far as the Indians are concerned, they have been opposing tho 
poll tax; that shows that the Indian sentiment is opposed to it. 

Q. — It is many years old. It has been levied by the Burmese kings. 
That shows that the Burme.se sentiment is not opposed to it. So tho orientals 
are not opposed to this tax. If you could enlighten us with law books and 
other authorities, we will lie obliged. 

*A. — I will send you a momoi-anduin ; but J do not think that in India 
there has been to any considerable extent any system of poll tax. J am not 
sure in the Muhaniinadan rule there was anything like the poll tax. I know 
there had been some pilgrim tax. 

Q. — If you can give us any reference, we will look into it. 

A. — “Arthashastra” and the law books of Manu as well as the history 
of all the oriental countries may be referred to. I am .speaking of tho Indian 
sentiment. My strong opinion is that there has been nothing like the poll tax. 
However, I Avill look into the matter. 

Q. — In the Turkish Empire, either they ha ^'0 to render military service 
or pay. 

A. — It is against persons who have got into that place, from outside, 
I am not quite sure. 

Thoin 2 ^son. Q. 33. — ^Are you suggesting that you should tax 
dxtterent industries at different rates? 

. — I in mind Baden Powell’s statement. Ho .says all o’dls should bo 

highly taxed, such as liquor and intoxicating drugs. Next ho would tax 
luxuries, such as motor cars. Then fine arts should lio taxed. He siieaks of 
gram and the produce from land as the last subject for taxation. 


Q. — It is very difficult to administer all these varying rates-. 

A' ^Don t you know that there are three hundred varieties of such 
taxation under the Customs Act? Yet there has been no difficulty there. 

Q.— That is a question of fact. It is quite different with income-tax. 


Dr. Poran/pj/c.— Your suggestion applies more to excises. There is no 
reason why yon should tax at higher rates an income derived from the 
iiuniufcictiire oi luxuries* 


' Sir Percy Thompson . — Surely the man to tax 
sumer of luxuries, not tho manufacturer. 


ill this way is the con- 
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A. — The seller always gets all he can from the consumer so that the seller 
gets all the profits. 

Q. — you put an excise duty on alcohol, the seller passes it on to the 
consirmer. That is right. But I do not quite see why you should mahe the 
manufacturer of alcohol ijay more tax than the manufacturer of bread. 

A. — Such manufactures should not be encouraged. 

Q. — Such manufactures are consumed and therefore put your higher 
duty on the consumption. 

A. — If your idea is to prohibit the manufacture: but Baden Powell says 
that you should put as high a dutj' as ijossible upon these manufactures. X 
am referring to Baden Powell’s view. 

Q. — In your last sentence you sav that the minimum should he raised to 
Rs. 5,000. 

A. — Yes. That is the true feeling in the country. 

Q. — ^The present exemption limib is as big as in England, and it is far 
above the mi)iimum on tire Continent. 

A. — ^You must leave sufficient margin to enable the people to start 
industries. You are taxing too much and the result is we'ai'e not able to start 
industries. India is not like England where industries are in a flourishing 
condition. You must enable us to start work which will ultimately bo 
more paying to Government. 

Q. — ^Have you any idea of the difference between the jneld at the old and 
the noAv rates if your suggestion were accepted? I am certain that it would 
- reduce the income-tax by 50 per cent. 

A. — ^Bui the indirect benefit woiild be great ultimatelj'. 

Dr. Paranjpyc. Q. — ^As a matter of your own expei-ience, do j)cop]e whose 
incomes are up to Rs. 5,000 inve.st their savings in industries? 

A. — They can. 

Q. — ^Do they or do they not inve-st their money in ornaments? 

A . — They do take .shares nowadaj’S in companies. 

Q. — ^Is it not a fact that almost every one in Madras has got two diamond 
ear-rings ? 

A. — There was a craze sometime ago for ornaments. But that is dying 
now. That is largely due to Gandhiji, if I may say so. 

Sir Percy T/iomp-soa. Q. — Q. 40. If you exempt from land revenue people 
with incomes below a certain amount, would not the immediate effect be to 
encourage fractionisation of land? 

A. — Take a man in trade with Rs. 20,000; he gets an income of Rs. 2,000 
which is exemiit from taxation. If a man has got land worth Rs. 20,000, he 
1ms got to pa 3 ' tax. 

Q. — It all depends upon whether land revenue is tax or rent. 

A. — T hope this Committee will decidedlj' rule it to be a tax and not 
rent. I take a strong view on the matter. 

Q. — ^If below a certain amount you exempt from land revenue, is it not 
a direct encouragement to split up the land? 

A. — I do not think so; that cannot be the direct result. But there 
must be a law, making it compulsorj' not go bejmnd a certain degree of sub- 
division and then to comjjel the sharer to sell_ it to his co-sharer. There 
is a law as regards sale of houses. If there is a house about 20 feet in 
breadth and four people want to divide it, the law sa^'s, one of them will 
have to sell it to the othei'. If there was a similar law in regard to land, it 
would solve the problem. I mentioned this to Mr. Buckley as the onlj’^ 
reined^', so far as fractionisation is concerned. I do not think there will be 
an.v difficulty with regard to this matter. There ought to be a law like 
that. 

Q. — ^Would 3 ’ou not interfere with the joint family system and rights in 
Ijroperty? 

A. — ^If jmu make it compulsorj', I do not think there will be any difficulty 
in this part of the Presidency. There will not be the same difficulty as in 
Bombay, with regai-d to the Hindu I#aw of Inheritance, 



Q. TIio eldest son ninst be given the first right and the others ranst 

hecome landless people? 

A. — Thej’ will have nlone 3 ^ 

Sir Percy ThoiMJSon. Q— Q. 46. You saj- “I think the whole matter 
requires reconsideration as is evident from the discussions in the Assemblj'.’^ 
Can j'ou give us a j-eforonco to the discussions? 

■ A. — ^^Ve had a 'discussion in the Legislative Assembly when I was a 
member, and I did not commit mj’self mic way or the other; it is a matter 
which requires a great deal of discussion." 

Q. — This double income-tax provision lias only been in existence since 
1920; you think it now requires reconsideration? 

A,— Yes. 

Q. — ^What is your objection? 

A. — If I remember right, the general objection which was raised in the 
Legislative Assembly — I took a very .minor part in it — was that no income 
should be taxed twice over. 

Q. — That is precisely what the rules arc intended to stop. 

A. — Taking the case of super-tax, in the case of companies as well as of 
individuals, a company earns an income of about 2 lakhs and consists of 
three people; each of them gets an income of Es. 60,000; j’ou first of all tax 
the whole of the coiniiany’s income of 2 lakhs by su])er-tax, and you also 

another tax on the individual income. 


Q. — You say you favour the continuance of the .super-tax on companies. 

Q. — True; I ought to add this qualification, 'provided there is no double 
taxation’. I agree to super-tax, hut I am against the double taxation. 

Q. — Can we pursue that further? You have super-tax on companies. 
I am a shareholder and you are a shareholder ; I am a rich man, a millionaire, 
and J'OU a pauper. The company pays the tax, and I being a millionaire also 
pay the tax. Your suggestion is that it is double taxation and j-oii will 
relieve me of the super-tax on the company. But you would pay super-tax on 
the company, being a pauper. 

A. — ^Both are shareholders in the same company. 

Q. — ^Yes; I am a millionaire and you are a pauper and the company jiaj’s 
this super-tax on its profits; you would pay it as a super-tax on the com- 
pany. I am a rich man and am going to he relieved of it, 

A. — How do I pay? 

Q. — ^You pay super-tax on the company. 

A. — ^The company has paid for both of us; you are a millionaire, 
I sympathise veiy much with you and I do not want you to pay twice over. 

Hr. Paravipyc. Q. — ^You are paying super-tax, which if the company 
had not been charged to super-tax j'ou would not have to pay. 


A. — On one occasion I would have to pay it. 

Q. — ^You woidd not have had to pay; but the company is charged super- 
tax aud you are required to pay. You are really not capable of paying. 

A. — Take an ordinaiy case. I have got one share in one companj'. You 
have got shares in four companies and you i)ay suiier-tax; because you get 
from all the four companies another income, you are asked to pay super-tax. 

Sir Percy Thompson. Q. — T shall try to simplify the matter. I take the 
case where each of us draws all his income from one comi)any. The comjjany 
paj'S super-tax; and passes it on to us by a reduction in our dividend. Both 
of us i^ay this. I am also liable to super-tax on my own income. Your 
suggestion is that I being a rich inan .should be relieved of the super-tax 
which the company paj’s on my behalf, but you should not be relieved of the 
super-tax. 


A. — It is not 
twice over 


b is not a question of being relieved so much as a question of paying 
f. Take a case whore there is no question of super-tax; but only 



hero IS no difficulty at all there. Our tax having been paid by Mie company, 
we are relieved from paying anything more upon the dividends we get. "S^niv 
should it he different in the case of supei'-tax? ’ 
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Q. — ^Precisely. T consider ilint the snper-tax oJi companies is nnsatis- 
fnetory. 

A. — ^It is satisfactory only so far as there is one taxation. I am against 
double taxation. 

Q. — 1{ you cliargG supei’-tax on the comnany, there is hound to he double 
taxation ; you cannot avoid it. You must charge supei-tax on the individual 
and on the total income. If you charge super-tax on the profits of the 
company, it is double payment and you cannot get over it. 

A. — ^Tf the super-tax is paid, trould not that amount ho deducted from 
3 'our other income? If you get a deduction of income-tax after having paid 
svip_er-tax _ through a particular company, sux^posing you are told that the 
dividend is fi’ee from an^’ further taxation, supposing that is deducted from 
3 ’our total income from other sources 

_ Q. — Then the position is this; Here is a rich man who is drawing 
dividends from a company'; he will get his allowance for the super-tax on 
companies when his accounts are made up. 

A. — ^There will he some anomalies. On the whole I am against this 
double taxation. 

Dr. Faranjpye. 0. — You are against double taxation, hut you are not 
against taxation which a man is fairly charged? 

A. — ^It is not a question of unfairness. 

Q. — ^Would not the effect of that he that poor people would not invest 
their money in a rich comiiany which will have to pay super-tax? If you 
were to invest your money in a small business, then you would not have to 
pay super-tax. On the other hand, if you were to invest in a big company, 
you would have not to i^ay much more than what you do now. 

A. — ^That is an argument in my favorir. 

Q. — ^Not in 3 'our favour, hut against sui)er-tax on companies. 

A. — ^If the company is able to paj' a large income, I think the Government 
is" entitled to have some share of the income. 

Sir Fercy Thompson, Q. — Supposing there is a very large company, the 
shareholders of which are people with small incomes, and +he jirofits are 
distributed among them, is there any reason that the whole of the 
sui)er-tax should he borne by these poor people? 

A. — You may make a pro rata reduction. 

Dr, Faranjpye. ^ Q. — The super-tax is 4 annas in the rupee. Simply 
because you see a big sum of money, you take one-fourth of that? 

A. — think Government is entitled to that income. 

The Fresideni. Q. — IMay I take you to the question of poll tax? 
Apasthamba says ; “Each artizan shall do monthly one da 3 '’s work. In the 
Vashista and Gautaina Dharmasutra, the artizans are to do one day’s work 
monthly by way of tax.” But certain people are exempted from taxation, 
the blind, etc. Does it not suggest that he is in favour of everyone paying 
a tax? 

A. — ^It is hardlj' tantamount -to a poll tax. 

Q. — Coming to excise, you anticipate the introduction of a policj' 
of total prohibition, now or in the near future, either generally or in 
narticular areas. I take Qs. 62, 63 and 66 together. You say thiit the 
Indian experience is that increase in excise tax is not followed bs' reduced 
.consumption. Here is a statement showing the reduction in licit con- 
sumption in the year 1923 as compai-ed with the previous quinquennium; — 


Central Provinces 58 per cent. 

United Provinces 59 ,, 

Punjab 

58 

Assam 

24 „ 

Bombay 

29 

Bengal 

18 

Madras 

9 


In Bihar and Orissa there is an increase of 2 per cent. These are the 
figures which .show that the increase in duty has resulted in dimini.shed 
consumption. • 

YII— 10 
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believe I can qiiote yonr own report wlverc they say that increase 
in taxation lias not resulted in reduced consumption. 

Q, jTQu are quoting my report it is not for 1923 j but I am quoting 

the figures for 1923 furnished by the various provinces. 

— jly experience is this. If a man takes to drink and if he is made 
to pay 2 annas instead of 1 anna, he is certain to find the money for his 
drink at the expense of his wife and children, and ho will never forego 
his drink. He' gets his drink to the prejudice of the people at home. 
Tlierefore, from what I know of this class of people, once they take to 
drink they continue to indulge in it. ^My inference is that the increase in the 
duty does not prohibit the man from drinking. On the other hand, you 
make the position of his family worse than before. 

Q, — ^You propound the theory that all rates of duty below Rs. 25 are low. 

A. — ^If you make it too high all of a sudden then the man will not find the 
money to drink. But if you do it by 2 and 4 annas at a time, you certainly 
cannot prohibit him. 

Q. — ^As it is, Government never makes increases by 2 and 4 annas. 
Duty is alwaj’s in multiples of 10 annas per iiroof gallon. 

A. — ^That is exactly the kind of taxation which would not deter people 
from drinking, but on the other hand, would affect the family. If your goal 
is prohibition, put on as high a duty as possible. But if you are going to 
do it by instalments, you are affecting the family and not the man who 
drinks. 

Q. — ^jMy point is that this sort of prohibition will increase illicit 
distillation. 

A. — I do not thiuk so. 

Q. — ^Most provinces have come to the conclusion that' illicit distillation 
-has got completelj’ out of hand. 

A. — ^WHiat about Madras? "Would you kindly refer mo to ^fadras? My 
recollection is that the Madras report says that this has not been tlio case. 

Q. — Speaking from memory, the number of cases of illicit distillation 
detected has riseii to 2,000 a year, from an extremely small figure. I take 
this from a report of one province. The present taxation has overstepped 
the limits of the consumers’ patience, and illicit distillation is the result. 

A. — in IMadras are a great deal more careful. You know well 
what income we get and how careful our ijcople are in detecting tin's illicit 
distillation. 

Q. — ^It is getting out of control in Madras? 

A. — ^You must know it; my recollection is that it is not. 

Q. — That is my conviction. Take prohibition. Have you .studied the 
experiments in jn-ohibition in other countries? 

A. — have read something about America. 

Q. — Have you studied the official statistics? 

A. — ^Tho papers say America has gone dry; I do not' know about it. 

_Q. — ^Hero are the ofiicial statistics for America. The quantity of spirits 
distilled — under prohibition — is 124,625,633 gallons. The total value of 
illicit liquor seized is Rs. 345 lakhs; the total of fines and forfeitures 
153 lakhs; the total sentences of imprisonment 2,781 years; the total cost 
76 erores. 

A. — ^Is that the story of the temperance reformers? 

Q. — Of the Prohibition Commissioner; it costs 76 croros. 

A. — do not know anything about the figures. H your figures are 
correct, I do not think this ]3rohibitiou has been a success in America. I have 
road a great deal in the papers and found a different story tliere. 

0.— I am A'ery careful in giving only the official statistics on total 
prohibition. 

A.— -I appreciate your argument. I can only say from what I liave seen 
in the papers that prohibition is a great success in America. The figures 
may be correct. 
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Q. — 1 am .suggesting that it has not hcoii a great success from the i)oiiit 
of viou' that it has doubled and trebled illicit distillation. 

- A. — 1 take it that in India the goal is total prohibition. Take tho case 
of opium. I believe the idea is to graduallj’- prohibit the sale of oiiium 
altogether. No doubt, -vve have to xn'oceed step by step. 

Q. — ^jMay I give' another exainxjle — it is given in one of the Burmese 
papers. It says tbllt total prohibition of ganja has failed entirely in Burma. 
Tlie consumjjtion x^er licad of tlio Hindu x^opnlation is 16 times as much as 
that of the Hindu xiox^ulatioji in British India. That is hou’ x^rohibition has 
u'orked. Tin's is as regards gitiija. As regards opium, tlioy very recently 
made an ciuiuiry, and their’' conclusion is that these confirmed ox^ium-eaters 
have never improved, and xn’ohibition has laid no great effect on them. 

A. — The declared x’olicy of the Government is to eradicate this evil of 
ox)ium altogether. 

Q. — ^lu sxnte of prohibition, this habit is gro\Hug. I am asking uliether 
you have counted the co.st and studied the figures relating to the matter. 

A. — I have not got the same facilities as the Burmese Avritcr had U'ith 
j'egard to smuggling of opinm. There arc certain pcox^le who take imrticular 
views and they find statistics snpjjorting them in tho view that Ihej^ have 
taken. Statistics can lie used to tell any story. Where a man knows that ho 
will not be inuiished there will be teudencj’ to indulge to a large extent; but 
if he feels that ho may be detected and punished although he takes to it 
clandestinely, there will be some restraint on Ins consumption. Is not cnat 
a great gain? It may be that Government may be losing. 

Q, — ^Let me be quite clear. I am not advocating any x^oint of view. 
I have only to x’^it certain facts and ask your oxiiuion. 

A. — ^I think if there is any idea of restraint upon the man that if he 
is detected he will be exxiosed and xninisbed, that itself is a great gain. 

Q. — Would you advocate the employment of such force, so that every 
consumer when he takes to drink would be in constant fear of detection? 

A. — ^It is a question of inquisitorial i>roceedings that you are thinking 
of. I think that in the case of peoiile who are indulging clandestinely, 
I would not be sorry if you put a large restraint upon their freedom. 

Dr. Faranjpyc. Q. — ^In one xJi'ovince an attempt was made to stop illicit 
distillation, and there was loss of life. 

A. — On tho otlier hand, 5 '^ou find how peaceful people are in some other 
l)Iaces. Whore attempts were made to i)^^t up arrack shops for sale, tho 
Xmople have banded themselves together and made it impossible for the 
arrack-vendor to get any large income. There was no complaint of violence. 

The Vrcsklcni. Q. — ^IMaj- 3 refer you to tho fact that eleven Prohibition 
Ofiicers wore killed in America? 

A. — ^I do not think that will take place here; we are a mild xmople and 
I don’t think that story will be rex^eated in India. 

» - Q. — ^If in America j'ou find about a dozen cases of murder, I do not 
know what will hax)pen in a country consisting of 350 millions of x)uoide. 
There Avill bo some violence. Under such conditions, how will you work tho 
staff P 

A.— I do not think that wo need fear veiy much from the Hindu 
Ijoxnilatiou. 

Sir Pcj'cy Thompson. Q.- — Do you know that in America outside the ten- 
mile limit there are ships with huge iilacards p^it giving tke price of 
whisky, beer, etc. ? 

A. — ^I do not know anything about it. America has got on wondei-fully 
well; but the figures for some other countries make me hesitate to acceijt all 
that is said in the papers. 

The President. Q. — -Woiild you accept this suggestion in regard to the 
vote for prohibition? “Unless this action involves some sacrifice on the 
part of the former as well as of the latter (i.e., non-drinkers and drinkers), 
it is undoubtedly a gross interference with the liberty of a minoritv and 
diflficult to justify.” 

A. — ^This is carrying the freedom of the individual too far. The GoA^ern- 
ment ivill have to pnt some restraint in all these matters. 
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Q . — You thiiilc tho jiiiijority can iinposo iliis sidfoi'iiig on ilio oniuoi-ity? 

A. — Not suffering. 1 do not think it should be rcgai'ded as suffering at 
all. There the whole distinction comes in whether it is suffering when a 
man is told not to drink. J think tho majority ought to ho given power 
to interfere with the minority. 

Q. — ^jllay we jumi) right au'ay to Q. 93 P You think it is legitimate to 
charge a higher sum as registration foc.s, and it docs not. stand on the same 
footing as court-fees? 

A. — ^llegistration affects transfer of property. Tho same thing docs 
not apply in the case of court-fees. 

The 2Iaharajadhiruj(t Bahadur of Burdwan. Q. — "Why do you say that 
temijorary settlements lead to diffex'cutiation p 

A. — I am against these temporary .scttloments. Under these settlements 
tho averages as regards prices are taken for twenty years before a now settle- 
ment, and they work very hard; groat injustice is dono_ hotween district 
and district, i shall give for example Trichinopoly district where a settle- 
ment has taken place recently. In Trichinopoly district, a part of Coimba- 
tore district has bceai brought in, and in the latter tho settlement was made 
in 1924, und in 'rriehinopoiy the last settlement was in 189J, and so there' 
was 30 years’ difl'crencc. 1’hcn they take 20 years’ average price, and 
therefore we have to laay more than Coimbatore. 1 say it i.s capriciotis and 
unsound. 

Q. — I take it that you arc not against the ryotwari system oC settle- 
ment but you are against its temporary nature. 

A.— Yes. 

Q. — In other words, you want long-term settlements or iiuasi-ixcnnanout 
settlement. 

A. — ^You are right. 

Q. — If it was done, the revenue would still be what it can ho nowadays. 
One advantage in tho temporary settlement is that you can raise your land 
revenue from time to time. If you have tliis settlement, that is, ryotwari 
system, your increments will bo few and far between. TJiercforo, you see 
under tho quasi-pormauout system your income will bo limited. 1 see now 
tho revenue department gives much money for your nation building deixart- 
meuts to spend. Thoroforo, you will be willing, I take it to sacrifice tho 
increment of revenue in favour of a more permanent system of settlement. 
Is that your idea? 

A. — Quito so. Not only that, but it is a safety to tho people. 

Q. — In other words, I take it, you arc one of those "cntlcmou who think 
it that a ryotxvari' system is best as it gives much smallor holdings than in 
the zamiudari system, and you arc in favour of a quasi-pormuuout settlement 
system. 

A.— Yes. 

Q. — ^You approve of a tax on fraetionisation. But don’t you think 
that there is a danger that if you legislate it might bo construed as a retro- 
grade step? 

A. — don’t think there is any such danger. 

Q. — ^You don’t think so, but Mr. Menon, the other day, rather agreed 
that it may be a retrograde step in this sense. For agricultural develop- 
ment, it may not be altogether bad to have smaller holdings. 

A. — ^It is bad for the agricultural development, and I am speaking for 
tho landholder himself. .If you find one acre divided into live or six plots, 
you only make cultivation, manuring, etc., difficult, and in every way it is 
bad, 

Q. — ^^Vould it not tend to uipio out the smaller cultivators? 

A. — 'To some extent it may happen, but it is unavoidable. 

(J. — ^Thero are some poor people who might not be able to cultivate moro 
than one acre. 

A- — If y.ou go below one acre, it is vrong. Y'hat i mean to say is that 
it will certainly wipe out a number of cultivators who now cultivate. 

Q- — ^But you don’t think that would be in any way an eidl? 

A. — don’t think that would be an evil. 
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Q. — ^^\'hat do you think ■will happen to those iieoplo wlio might ho thrown 
out of cultivation? 

A. — They might have some otlier iirofession and thej' can invest their 
money in Government Promissory Notes or in industries. 

Q. — ^Po yon think that these people can depend upon the interest from 
the Goveriimont Pi'omissory Notes? 

A. — ^^Yhy, take tho case of a man who iias to give up half an acre, it 
will certainly fetch Rs. 500. and he can invest this monoj' and get Rs. SO 
interest. 

Q. — You don’t think the problem of uneiui)loyment will come in, if you 
stoii fractionisation ? 

A.— No. 

Vr. Furonjpye. Q. — ^In any case this will not give him a full day’s 
woi’k. 

A.— No. 

The Maharujadhiruja Bahadur oj Bitrdivan. Q. — ^HaA'o you- got any 
idea as to tho limit of fractionisation? IVliat do you think, fractionisation 
below 1 acre or 2 acres should ho stopped? 

A. — ^In Madras, 1 will put one acre as tho unit, beyond which there 
should he no fractionisation. 

Dr. Faranjpyc. Q. — it is rice land? 

A. — 1 see you are considering the dry. crops also. Even in tho rice lands 
I think one acre will he cpiite all right. T think it is fairlj' a good limit. 

Sir Percy Thompson. Q. — What is your general view about export 
duties. Do you think they should bo imposed on raw materials, such as 
jute, etc.? 

A. — I would have no duty upon purely raw materials which are to be 
turned into finished articles in India. It must be encouraged. No doubt, 
there was a feeling when i was in the Fiscal Commission, that wo must put 
an import duty upon raw materials, because the desire was tliat they should 
bo kept in tho country to compel the people to make hero tho finished 
articles. 

Q. — ^What is that you are speaking of, export duty or import du-by? 
You mean on goods that are produced in India and sent out to other countries, 
you would put an export duty? 

A. — am against it. 

Q. — ^^Vhat is your oinnion? Y’’ou arc in favour of export duty, that is, 
you would put a duty on the luauufactured articles? 

A. — ^Yes. 

Q. — ^Is that not discouraging industry in this country? 

A. — don’t think so. It is on a dilforont footing when compared with 
tho raw materials. 

Ur. Paranjpyc, Q. — ^You say you would ijut a duty on the manufactured 
articles made in India? 

A.— Yes. 

Q. — But j'ou won’t put it on the raw inaterialsP 

A. — I am anxious that 'the raw materials should bo here, so that they 
may he made into finished articles. When I was in the Fiscal Commission, I 
had taken the view that as far as ijossiblo you must put an expord. duty uijon 
the raw materials, so that you will compel tho x’coplo to make tho finished 
articles, but in certain cases you have not got facilities for manufac- 
ture; in the circumstances, I think it is desirable that they may be sent out, 
so that thoj' may como hero^ as tho fijii.shcd articles. 1 do Jiot want that the 
jjroducer should thereby bo damnified. If you put a duty on the imoduce, 
tlio result is that ho won’t send it out, and tlierc 'will bo no encouragement 
to turn it into tho finished articles. 

Dr. Hyder. Q. — ^AVhat iuducomout would there bo to the luimufacturor 
in this country? 

A. — ^If you put a small export duty, I don’t think that it would in any 
way affect an artisan for example. 
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Q. — ^You -will 1)0 restricting liis iniirkets. 

A. — To some extent, no doubt. 

Q. — Take the case of Bombay mill-owners, if you put a small export duty 
on the export of cotton cloth or yarn, it will simply mean thUt the com- 
petition already existing with Japan, etc., will increase still more and thereby 
the Indian manufacturers will bo losing their markets, due to your own 
action. 

A. — Tn the instance you put, would not the consumer bo benefited? 

Q. — 'J'hcreforo you are looking at it from the point of view of the 
constimcr? 

A. — ^Yes, 1 am oidy speaking from the cbnsumcr’s point of view. 

Q. — If you coJicentratc on tlie consumej-, what will haiipen in the case 
of tho producer? 

A. — It is not a question of losing but a question of his not making a 
hu’go ijrofit. 

Q. — Have you heard any ijistanco of a country where tlie export duty 
is levied on the articles produced in their oavji coiintries? 

A. — I think there is in France. 

iS'/r Vcrcu Thompson. Q. — 1 suggest it is impossible to Imve a mono 2 )oly 
of mamilacturcd articles. 

A. — I think the Government of tho daj* does put duty on cerlain indus- 
tries such as matches, etc. 

Q. — No. That is a State industrj-. There is no duty if matches are 
cxijorted. 

A. — T think there is. T am not in a position to give you an instance. 
On the whole, in the case of cotton cloth, 1 ain in favour of initting on tho 
export duty, because it would retain the articles in this counti-y and thus 
the consumers will got far cheaper cloth. 

The Maharajadhiraja Bahadur of Bnrdwiin. Q.-y-Don’t yon think that 
if you put an export duty ou your manufacturer that instead of your people — 
Indians — buying the material which you aro producing in yonr own country, 
they will buy tho articles that arc brought into this country wliich ought to 
bo certainly cheaper? If you put on an export duty, your things won’t go 
abroad, and your people will not consume them, and I think, whatever 
industry you have will soon die. 

A. — No, it won’t be like that. 1 have been fighting this qiicstion between 
the mill-owners and the non-mill-owncrs for a ]ong_ time. Now, there is 
a groat deal of competition between tho hand-loom industry and tho mill 
industry, tho goods of the hand-loom weavers aro ahvays being run domi by 
tho mill-owners. The hand-loom weavers can certainly not cope with tho 
Bombay mill-owners. According to my jiroposal, the hand-loom industry will 
revive. Now they aro entirely shut out by tho Bombay mill-oivners. 

Dr. Uyder. Q. — Therefore, yoix w'ant to resuscitate tho hand-loom indus- 
try, and want to penalise the large-scale manufacturers? 

A. — ^It is not penalising. 

Sir Percy Thomi)son. Q . — If you put an o.xport duty on cotton cloth, 
it amounts to this that it lorces the sale of cotton cloth in India. 

A.— Yes. 

Q. — This will enhance the eompetitioji between the mills and tho hand- 
looms as you force more cloth into the market. 

A. — Quite true. On the whole, you will find that you will have to. 
encourage the hand-loom weavers to some extent. 

Dr. Dydcr. Q. — ^Lct us suppose for one moment you have no oxj)orL 
dutj', now you put on an e.xi)ort duty and so force more severe comjjotition ' 
between the mill-OAvners and hand-loom weavei's, because j'ou have more 
cloth. 

True, but it would make the consumer’s lot much easier. No doubt, 
there will be severe competition between tho hand-loom weaver and the mill- 
owner, but for the person who purchases tho clotli it will bo easier. 

Sir Percy Thompson. Q.— I agree. It might result in tho Indian 
suinor getting his cloth much cheaper. 


con- 
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think, on the -whole, tho consiuncr -will be benefited greatly by snch 

a tax. 

Q. — ^You are in faronr of excise duty on cotton? 

A. — ^As it helped tlie hand-iooin weaver, I suggested its retention once: 
but as it -ft’as levied to i)laeate ifanchester and retained for that purpose, 
I am against its continuation. 


Mr. S. STTEBARAMA ATTAR, M. A., Dipl. Econ., Senior Lectm-er 
in Economics, The Madras Christian College, was next examined. 


Wri-trten memorand-um of Mr. Suhharama Ayyar. 

I -wish to confine myself in this memorandum to the following points 
raised in the Questionnairo of tho Taxation Committee: — 

(I) Wh.at is tho best method of ascertaining the national wealth and 
income of tho population in India, and what is its importance in general 
and for ascertaining the incidonce of taxation in particular? 

(IT) Are the present sources of non-tax revenue, c.g., land revenue, 
including irrigation cess, mining royalty and forest revenue — collected in 
accordance with economic iirinciples? 

(III) What improvements can be ofl’ected in the ease of onr present 
sources of tax revenue, viz., income-tax, taxes on commodities such as 
salt, alcohol, opium and hemp drugs, cii.sloms duties, and taxes on transac- 
tions, fet*s and licenses? Is it feasible in India to impose an excise duty 
on tobacco, inhoritanco or succession duties, a poll tax, a tax on entertain- 
ments, on business iirofits, capital slock of corporations, employers of labour, 
and . transactions in capital and exchange — taxes which are not at pi’esent 
levied in India, init levied in other countries? 

(IV) How far should tho monopolized industrial production by the 
State such as 'the Railway, Posts and Telegraphs and other social mono- 
polies ho utilized ns sources of taxation? 

I. 

Tho importance of well-organised public statistics has been recognised 
in Western countries, and thanks to the efforts of professors and students 
of universities, publio associations like tho Royal Statistical Society and 
tho British Association, and the work of State Departments, ■ the infor- 
mation we have of the economic .and social life of the peoples of those coun- 
tries is remarkable. But in India professors of the Western type are few 
and far between, and even tho few, till i-eccntly, took little or no interest 
in soci.al and economic investigation; public organizations are conspicuous 
bj* their absence; and tho wholo work, devolving entirely on the State, 
lias been so far carried out in a mo.st liapbaz.ard and unsatisfactory way. 

I agree with the criticism of the Goimnittce (Annexuro A) that tho present 
statistics collected and publi.shod by the Government as regards agricultural 
production, industry and commerce are more or less unreliable, but tho 
remedy is not to discontinue them but to extend tho operations. For a 
long time to come, the State alone can adequatelj' perform this dutj', und 
with this end the Statistical Department must bo strengthened somewhat 
on the lines of the Bombay Labour Office, which may .seek the honorary 
assistance of professors and students of our univei-sities as well as of tho 
members of tho public who take interest in such matters. The depart- 
ment concerned may proceed along tho iirosent lines of collecting tho 
agricultural, industrial and commercial statistics, with a better trained 
staff 'and a more widespread organization keeping itself in -"close touch 
irith tho Collector of the Di.strict and tho land revenue staff in tho villages. 
Some sort of compulsory legislation might be necessary at an advanced 
stage of departmental organization. 

The importance of reliable statistics as regards the wealth and income * 
of population as well as of national welfare generally can hardly be 
overestimated. In these days when tho old theory that the sole functions 
of the State are to ward off external attack, keep internal peace and en- 
force contract has been blown up and when there is an increasing demand 
for communal expenditure to be borne by the State for 'nation’ building 
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services the Government .and the pnWic mnst arm tliemselves mlth a 
hnowhdoe of facts before it conld proceed to allocate its available resources 
in the best possible manner. 

The present estiinato of national wealth and income that wo have 
(Annexure B) based on the available statistics does not -represent the whole 
truth and nothing but the truth. The several estimates in the list vary 
so widely from Es. 16.5 to Es. 116 per head per .year, but at the same 
time thev mav be taken as a fair indication of the relative poverty of 
India. (To add to the list T may bo permitted to refer to the result of 
an intensive inquiry into the income of a typical paddv area, comparatively 
fertile and prosperous, in a village in Cochin, on the West Coast. I found 
that the average annual income per family was Es. 167 or taking 4 mem- 
bers per family it was about Es. 42 ner head. The average net income 
from aericulture was 46 per cent of the total, while industries including 
cooly labour, professional and commercial services represented tlio re.st. 
Dr.‘ Slater’s estimate, therefore, of non-acncnltnral income as being about 
'50 per cent of that from agriculture is thus confirmed.) 

The best method of estimating the national income in India is to 
take the value of the net agricultural produce based on the area and crop 
yields in the several provinces — it being understood that the.v are to be 
collected more leb'abl.v than at present— ^and so far as rural areas are 
concerned to take the non-agricultural income as _a_ certain percentage 
of the agricultural as arrived at b.v ' intensive inquirie.s into tho_ income 
of a few typical villages or wider areas in all the provinces. Cities mav, 
on the whole, be taken senarntelv, where provision niigbt bo made on the 
lines in Bomb.ay to collect the' statistics of production and income. 

These estimates are useful not only for comparison with past estimates 
for the .same countr.v or contemporarv estimate for other countrip;, but 
to note the general incidence of taxation as well. For. ineciualities of 
income are not very gre-st in India and the standayd of life between the 
rich, middle and poor classes is not markedly dissimilar: the percentage 
of revenue per head on the income mav be taken as fairly indicating the 
general pressure of taxation. Jforeover. India is pre-eminently a country 
where the scale of expenditure of the State .should bo based on probable 
income rather than raise a revenue to meet a pro-dolormined and necessary 
expenditure. 

The average income and the average incidence of taxation, like the 
average boots, do not fit in with the conditions of any one individual. 
For the purpose of noting the detailed incidence of taxation, tlie popu- 
lation of a province or contiguous economic area where conditions of 
life are not very dissimilar may be divided into the rich, middle and poor 
classes and out of a few representative family budgets in each class it 
may be possible to ascertaiji the amount that a particular class contributes 
to the national revenue. 


IT . — oK-TAx Revf.xui: . 

'Land Levenue . — The question whether land revenue is a rent or a 
tax is now one of purely academic interest. The definition of .a tax or 
rent is well known to students of economics. A tax mav be defined, 
slightly rnodifying the definition given b.v Prof. Bastable, as the compulsor.y 
contribution of the wealth _ of a person or body of persons for the services 
of the public powers, provided, as a])plied to production, it is apportioned 
to the_ net income that actually is earned. The latter qualification, hov- 
ever, is not strictly applicable to indirect taxes on commodities, the aim 
of wliicli is avowedly to inalre the poor who oaiinot he touched hy any 
direct tax to contribute to the public purse; but even in this case the 
capacity to pay is to some extent measured by the spending power of tlie 
individual. Rent in the economic sense as applied to agricultural land 
's file value of the difference in the produce of one field over another 
whose normal cost of cultivation including seeds is equal to the price ruling 
111 the market. And rents are_ supposed to be apportioned not on what is 
actually cai'iicd hut on whnt is supposed to he earned hy an individual 
or normal ability. The Indian land revenue is a tax in so far as i't is 
a compulsory contrihutioii of the wealth of the lauded proprietor for tho 

powera, but it is not a tax in so far as it is not 
" -I income that is earned by tlie individual 

a nortlmi kn ^W^OKmmtes rent as it avowedly seeks to col'cct 

to^^5T« individual of noima! •abilltv is supposed 

to get as Ills net income in a particular district. At the same time tlio 
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(.jiiomit collected even i)i the siiino district, not to speak ol differences tn 
differeat parts of India, does not take atvay as a rule the wholo ot tho 
economic rent either in theory or in practice. 

Tho main criticism of tho laud rovenuo' policy of the Government of 
India — as distinguished from Gio practice of Settloineut Officers, tvhich 
is a (lifForeiii iiuittor — is that it ofToiids the most imx)ortJuit cauoii of sound 
taxation, vh., ec|nality. Since the owner of ope acre is called on to pay 
at the same rate as the owner of 1,000 acres, the land revenue assessment 
offends against the principle of equality of sacrifice, for this can he achieved 
only wlien the rich man contributes on a progressive and not merely on 
a pi’oportionate scale. -Secondly, the sacrifice of the necessaries im'olved 
in the case of the poor proprietor in pajdug up the revenue is infinitely 
greater or oven such as cannot he borne, while the ri.ch iiroprietor’s 
sacrifice is merely of comforts or luxuries. Tho principle of exemption of 
the minimum subsistence level, as in the ca.se of income-ta.x, is _ not recog- 
nised. Thirdly, the land rovoniio impairs the faculty or ability to pay 
of the cultivators cs])ecinlly the poor who, however, form the majority, 
since the collection of Government hist not only takes away a portion of 
what is necessary for their own subsistenco, but also the capital for con- 
tinuing the worlr in the fields. He tries to borrow v»th results with which 
v'e are all familiar. 

The other points of criticism quoted by the Committee are not very 
serious. The canon of certainty, as laid down by Adam Smith, has refer- 
ence not so much to iiermanence of charges, as to the time of payment, 
the manner of payment and the quantitj- to be paid which ought to be 
clear and plain to the contributor and to every other person. As reg.ards 
official tyranny and extortion, I am inclined to think that it is .somewhat 
less, though very serious, than in cases, e.g., the income-tax, where tho 
official visitation is an annual affair. As regards the time of imyment, 
it is more convenient to the ryot as ho has tho produce with him, to pay 
the liist at the time of harve.st, than at other times when his resource is 
to borrow, and thus can avoid falling a victim to the money-lender, 
though he loses .somewhat as tho price lie .secures at the time of harvest is 
less than at other times, he has tho satisfaction that the money-lender is 
kept at bay. As regards the. cost of collection (which is su])posed to b(> 
20 per cent of the revenue), it is mseful to remember that the land ro>’enue 
staff from the Collector downwards is e.xpected to perform certain duties 
unconnected with tho work of tax collection. 

It has been proposed to exempt a minimum of income (based on tho 
necessary level) from the operation of land revenue as in the case of 
income-tax. This is clearly impo.ssible. Apart from tho effect that this 
might have on further fractiouization of holdings (a result mentioned by 
the ■ Committee,’ byt . which 1 consider is not very .sorioxis), jn-actically tho 
whole land revenue will disappear in ca.se ’the exemption is granted as 
tho majority of ryots in every prorduce are poor p.ayiug Rs. 20 or less. 

I cannot conceive of the Indian Government being able in the near or 
di.stant future to dispense with tho large revenue that it gets out of land, 
for India is above ovei-j-thing else an agricultural country, and thougli 
' in recent years the amount of land revenue bears a decreasing proportion 
to the_ total I'evenues of the country, it is by far, and is bound to be the 
most important. Historicall.v. it is not wise to disturb a .system which 
• has come down to us from time immemorial. I am definitely of opinion, 
therefore, that tho land revenue .shoidd be based not on the income of 2 .)er.soJi.s 
alone but on land. At the same time. I do not plead that the present 
method of assessment' .should continue. In' temporarily-settled tracts it is 
well known that the Settlement Officers are guided in arriving at the so- 
called empirical rates by a series of statistics which may not be after all 
true. An enhancement is almost invariably the rule at the time of periodical 
resettlement and the explanation given is that the prices of agricultural 
produce have risen, and therefore the value of the net produce aiid tho 
paying caj)acity of the ryot. _How, many people have exaggei’ated 
notions of the importance of a rise in price of our agricultural produce 
oil the economic prosperity of^'our ryots. The Babington Smith’s Com- 
mittee Report admirably summarises the whole situation: “Out of 217 
■ millions or 72 per cent of the population of India engaged in pasture or 
agriculture, 167 millions are cultivators of their own or rented land. 
Those who have surplus for sale (and those form the minority) would 
ordinarily benefit by a ri.so in tho price of tho commodities they produce, 
hut even these— and pei-haps their position is the most favourable— Imvo 
YII-11 
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liad to contcncl ’n’itli tlie large increase in the pnee of nnportocl ul'Ucks. 
lAIoreover. if, as is often tho case, tlio cultivator lias i;eceiVGcl advances 
lor his niainteuauco and for seed, rej.)ayab1e in gram after the harvest, 
any increase in the value of the grain repaid lienefits the mouoy-Iendor 
and not the cultivator. The agriculturist lyho has little surplus produce 
to sell and lives on ivhat ho produces ivoiild, m so far as ho niaintaiiis 
himself on his produce, ho uiiaffectod by a rise in the price ol food-sUilrs 
and ho ivonld have oiilj- a small jirofit to set against the ri.so in the cost 
of the articles he has to buy. Farm-servants and field Jahourers, esti- 
mated at over 41 millions, ivonld ordinarily .stand to lose by a rise ni 
pz'icGs GXCGpt ill so ftir fls tlicir "wagGS arc payalzlG iii Kind and ■ not in 
money”. * Though the actual figures in the ahoye .may not ho acciirale, 

1 have no doubt that a rise in the price of agricultural jirodnco — more 
especially food-.stiiff— is not a criterion of economic prosperity lor tho vast 
majority of oiir ryots and is not a sign of increased capacity to pay land 
rcycniio. It is not true, hoivevor, to a.ssort that the collection of laud 
reveiiuo is the sole factor ivhich affocts the economic prosperity of the 
rj’ot, but it is a fact that it considerably vonkeiis tlio spoiidiiig and 
saving capacity of a class ■which lives for 'the most part a hand-to-mouth 
existence. I am not concerned at present with the individual hardships inci- 
dental on the resettlement of a district due to the I'ongh and ready methods 
emplo3-ed by the subordinates of tho Settlement llepartmeiit in classifying 
the soil and ajiplj’ing tlic cm])irical rates. Suffice it to say, that the 
periodical resettlement. s niisct the rural economy and withdianv more 
luonej' to the treasury than the poor r3’ots can he lcgitimatcl3' called on 
to pa3’. It ma3’ also he noted that in areas where the jircssure of ilio iiopu- 
lation on the soil is veiy heav3', and where the landlord class is in ,a 
position to rack-rent the tenants, the incidence of 'increased land revenue 
falls on the latter who avo least able to hear it. Pormaiiont settlement 
in the orthodox sense of binding the hands of tho Stale for over is not 
advisable in a growing State wliic.h must have freedom of movement and 
adjustment. But periodical re.settlemenls must ho dispensed with ^as far 
as possible, and the present rates must lie continued without an3’ di.stur- 
bance, tho State reserving the power, however, of re-imposing a rate of’ 
so many annas in tho rupee as an additional cess whoiiover the finances 
of tho countiy actuall3’ ncco.ssitato such an imposition. ]\I3' contention 
is that land revenue .should bo made, a.s far as iiossiblo, a sourre 

of TRvfnue. At the same time, in order to make tlie agricultural cln.sse.s 
pay whose shoulders are broad enough to bear tho burden, the scheme of 
taxation of agricutural ineomos is economically justifiable. 'I’ho limit 
of exemption in this case ma3' he fixed at a higher figure tlian for income- 
tax in view of the fact tliat llierc is a1read3' a tax on land. 


Irrigation ccs.t.— ^Tlien there is the question ns to whether the State 
is not entitled to raising its revenue whenever the lyots have been lieiio- 
fited 1)3' the Government .S3'stom of irrigation. M3’ answer is in the affirmative. 
If the Government sn])pl3’ of wa'tor for purposes of irrigation is regarded 
as a purel3’ commercial nndertaking, the ideal principle will he to charge 
the bare cost of supplying the water inelndiiig interest on capital invested, 
and even charge a commercial profit, if nocessaiy, hut tho Government 
mn.st look at the question from another point of view. Agricnltni'nl pro'- 
l)erit3’, indeed the whole economic prosporitr’ of India, depends on a 
regular and plentiful snppl3' of Avutor and -the State has a clear duty 
to spend a fair portion of the people’, s revenue on tho imiirovoment of. 
land. At the same time it is impossible for the State to meet tlie oiil'iro 
charges of irrigation out of the ordinaiy revenue, but it 11103’ take a jior- 
centago share of the value of the increased jiroducc of land brought about 
03’ irrigation facilities. In designing irrigation schemc.s the additional 
income that can ho sociirod must of oour.so ho tlio guiding principle, e.xcoiit 
porliaps in famine areas whore the State has to undertake such ivorks as 
insurance against famines. The principles of charging 1)3’ a’oIuiiic or sell- 
h3’ auction to the highest liiddcr iiiaA’ result either in the 
13'ots relusing to take the proper quaiititA’ of water or in oppre.ssion and 
uiiciue soverit3’ ”1 collection due to the action of unscrupnlous bidders. 


^^”44 Jiowly brought under irrigation or guaranteed a supply 
+L at + *11 increases largely in value, it. is hut right that 

Wu P®i;tioii of tlie increase. As the collection of a 

to soil nv I"'* *°i perhaps have 
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tn ilio case of Govciauiieiit "waste laud newly brought under an irri- 
gation schouie, it is better to grant security of tenure to the ryots, 
suliject to assessment; the jiriuciplo that “in old countries newly discovered 
natural resources of high A’alues should not bo allowed to become private 
proportj*"’ is not strictly a^iplicablo to agricultural laud, as the soil un- 
assisted by human labour is not a natural resource of high value; the 
user must, therefore, be given more security than the Government possessor. 

Forests and to a less extent mines niigl^t easily be made to contribute 
more to the revenues ot the State. 

111. — ^'I'AX llEVIiNUU. 

1. Incoinc-iax. 

The princijiles and incidence of income-tax .should be discussed with 
relorciice to (1) the rates, (2) the Kubsistence miiiiinuin that is to be 
exempted, {3) the distinction between incomes, i.c., whotlier earned or 
unearned, whether utilized to support a large or small family, and (4) 
whether the charges should bo made on an annual or triennial basis. 

(1) 2f«fcs. — am of ojiinion that tho present rates of income-tax 
in Jndia are fairly heavy and should not be enhanced. The present 
high rates in Great Jfritain arc exceptional, and there seems to bo a 
general feeling in tho country that they tend to iminiir the faculty of 
tlio State. 

(2) Suhsisiciicc vtiiiiiimin. — The canon of eijuality of taxation lays 
down that tho ininimum of subsistence should be exempted from taxation. 
3'lie present niininium of Ks. 2,000 is considered by some to bo high. If 
the principle of minimum subsistence is accepted, there is no serious 
objection to reduce it to say, Rs. 1,000, as it is about the level of the 
cost of living for an average -middle class family in Madras and perhaiis 
of all India. I have heard that tho administrative difficulities involved 
arc great, if the lower rate, of minimum is adoped, and the cost of 
collection amounts to about 20 iier cent, but the net income of 80 per cent 
is not unwelcome. 

It is not necessary to discriminate betneen earned and un- 
earned incomes . for the following reasons'; (1) Tho investors who live 
solely on their income from stocks and shares are few and negligible. 
(2) Such a distinction may tend to discourage investment. (3) In a 
eoiintr 3 ' like England “the lower rate on earned income is said to be 
a concession to the fact "that the people with earned incomes have to 
make a provision for the future bj' saving, which is not necessary iai 
"the case of a imrmanent income”. (Robinson, Public Finance, page 
54.) In India, on the other hand, the dispari"ty in income between a 
powerful and numerous cai^italist class and the poor proletariat does 
not exist, and the investors in the Indian industries of the present or 
the future are bound to be recruited from the upper middle classes who 

will look forward to tho income as a means of saving as* well as for 

actual personal expenditure. 

Again, the distinction betAvcon the married and single, as Ave find 
in some Western countries, is not necessai’v in India, since everybody 
■aliether he earns or not is encumbered Avith a family. Although it is 
impossible- to ascertain j-ear after year tho numbers to be supported 
b.A'- a giA'en income in a familj', I think a distinction is possible and 

necessary in the ease of divided and undi.Added families." Without cntei- 

ing on the question of social reform, the feelings of a tax-payer must bo 
respected, and if a pereon could 2 )iwe that his is the ouI.a- income liable 
to a tax in a “joint familj’” he Jiiight be chai’ged at a loAver rate. 

(4) As regards the iieriod, I think it is possible to make a dis- 
tinction. Salaries of oflieials, both of GoA'erninent and pidvate bodies 
and all others Avliose income is comimratiA^elj" steady, might bo charged 
on an annual basis; in the case of business men, traders, lawj’ers, etc., 
the assessment maA' aa'cII bo on a three years’ average, as violent fluctua- 
tions in their income are iiot unknoAvn, 

Lastly, agricultural incomes may well be made to contribute to the 
national revenues. The minimum of exemption may be put at a higher 
figure, Ray, Rs. 3,000. In calculating the income" in money, the price 
of tho income in kind shotild be fixed for a series of A-oare for the 
purpose of GoA'crnnient assessment.- The distinction lietAveen the incomes cf 
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the ab-'enteo laiicllorcl or the nioney-lcnder and the iannor docs not seem to 
1)0 nccessarv as the niajoritv of those ndio are likely to bo taxed on this 
score are eitlier absentee landlords or money-lenders; I think that the 
faiancr class is not to anv very ffreat extent likely to be alfected by the tax. 


2. Taxes on commodities. Excise duties. 

'J’lie excise duties levied in India at present arc on salt, alcohol, 
opium and hemp drugs, and on mill-made cotton cloth. ' Out of the long 
list of commodities suggested in cpiestion No. <19, there does not appear 
to be any other that is .suited to conditions in India except perhaps the 
excise on tobacco. 

As regards the general nature of an indirect tax. I agree that (1) 
It should be levied on as few articles as possible and the .selected articles 
should be such as to touch all cla.sses and reach in a moderate degree 
those ivho do not contribute to direct taxation; (2) that if the imposi- 
tion of an excise duty loads to the reduction of an undesirable consump- 
tion it can be so utilised; and (3) that in a country, as for example 
India, -where three-fourths of the population con.sume no luxuries and 
the majority can only be taxed through necessaries, there is no real 
hardship in' such a tiix. It is. however, not passible in India to adopt, 
a graduated system of indirect taxation which will fall with heavier 
imjiact on the consumption of the wealthier classes, because' there is 
no .sharp di.stinction in the standard of life between the rich, middle 
and poor clas.scs in this country. 

Salt tax . — I do not agree with the criticism that i.s often levelled 
against the salt tax that it is fleecing the poor in India. It is a fit 
object of taxation; since it is an article of universal consumption, a tax. 
on which will enable the i)oorcst to contribute something towards tlie 
cost of the State. I agree that “it would bo difficult to devise any other 
duty of general incidence less oppi'cssive and less open to evasion than~- 
the" salt tax”. The rate of duty, however, should be kept as low as- 
possible since any increase in the retail price of salt affects the pockets 
of the poorest classes who are, as a rule, day to day purchasers, with 
fourfold effect. It will be an advantage. 1 think, to enforce the sale 
of salt by weight, for the method of sale by measure is liltely to bo 
abused, as for example, when big erj’stals leave ifitervening spaces in 
the measure. 

As regards Government control and ])roduction, if it Avcrc shown 

that a cheaper and purer article could he produced by substituting large 
scale manufacture for production by a very largo number of ])ctty hold- 
ings, 1 think it is a proper ground for a gradual extension of the Govern- 
ment monopoly. If that is not i)ossible, the present .system is better 
from the point of view of the consumer as well as of Government 
revenue, as competition among private parties is likelj’ to bring down 
price. Again, if subordinates in charge of Government depots denb 
honestly, the oi^ening of such 'depots is likely to steady retail iJiuces. 

As regards the supply of salt to Bengal which now practically imi)orts 
it from abroad, it i.s worth while to consider schemes for reducing cost 
of ti^n.sport. through rail or sea. by subsidy, if_ nece.ssary, so tha-t 

other areas in India might capture the home Jiiarket. A mere protec- 

tive duty is likely to raise the jjrice to the Bengal consumer without 
corresponding advantages to other parts of India. The adoption of a 

process of denaturation of salt with a view to its issue free of duty for 
use in agricultvire and industries is advisable. 

Liquors and Eruqs . — The State policy towards alcoholic drink in 
India lias two aims — (1) fiscal, i.e., to make it an item of indirect tax- 
ation and a source of income to the State, >and (2) moral or social, to 
bring it under strict control, and by applying the highest possible rate 
to raise the price to such an extent as to dimini.sh the quantity con- 
sumed. 


As a source of indirect taxation, an excise duty on alcoholic liquors 

is well known in other countries. In most European countries, how- 
ever, alcohol is an article of general consumption among all classes and, 

therefore, alford.s a means of obtaining from the mas.ses a large contri- 
bution to the public pur.se, but in India the regular consumption is 
limited to certain classes only, to a minority, while the taxes on salt, 

cloth and kerosene allcct the masses as a whole. But the State has 
received large amounts of revenue from this source, while the vendors 
liaAo nuich more iirofits for whicli statistics are > not available. 


V 



'J’lio Sililc policy is sojnetinics summed up in the formula : "Maxi- 
juuiu revenue u-itli miuiuum coiisumptiou”. The economic fallacy 
hehind it is that drink, when it hocomcB a habit, as it does among _tho 
classes addicted to it,’ is an article of comimrativcly inelastic demand 
and, therefore, a rise in price will not send down the quantity demanded.' 
Tlie truth of this is strikingly illustrated in the following table: — 


SU'thiicii of Urche Revenue , tie., jrom Driiil', 2i(idr(/s Fiesideiict/, 


Year. 

Nnrober of 
shojis. 

Uonsuuip- 
tionin pi oof 
gallons in 
thousands. 

Consump- 
tion per 100 
of popida- 
iion (proof 
gallons). 

Eevenuc in 
lakhs of 
rupees. 

Incidence of 
I e venae pei 
proof gallon 
including ■ 
rentals in 
rupees. 

1911-12 .. 

8,721 

1,628 

i-07 

126-4 1 

7-71 

1912-13 

8,324 

1,771 

4-13 

141-60 

7-92 

1913-14 

7,908 

1,782 

4-45 

166-85 

8-73 

1914-15 .. 

7,619 

1,617 ' 

4-10 

160-79 

9-05 

1915-10 


1,191 

3-72 

139-61 

9-21 

1916-17 .. 

6,871 

1,614 

4 TO 

152-28 

9-08 • 

1917-18 

6.619 

1,618 

1*11 

162-71 

9-60 

1918-19 

6,352 

1,672 

1T7 

188-06 

11-14 

1919-20 . . 

6,016 

1.989 

4-96 

216-26 

11-13 

1920-21 .. 

6,008 

1,728 

110 

228T7 

13-65 


It is clear from the above table that though the numtiors of shops 
have been steadily reduced during the last decade, the total consumption 
and the consumption per 100 of the population have remained ncai’ly the 
same, though the total revenue and incidence per gallon have nearly 
doubled themselves. To sav that the average consuiniition would have 
increased, instead of remaining stationary as at present, but for the res- 
trictive measures adopted by Government, is to misunderstand the position, 
for the quantity drunk and the numbers that drink arc not regulated by 
the ]mcc but by the Jiahit. I^loreover, this duty presses very heavilj’ on 
the poor classes who are least able to boar it. 

]}ut is alcoholic drink .such an evil that its comsumiition .should be 
{•hocked by the State? Opinion seems to bo divided on the subject. There 
is a complaint that the intellectual classes in India (teetotalers themselves), 
who take .such a prominent part in temperance jofoini, are out of touch 
with the needs of the labouring classes to whom, after a liard day’s work, 
alcoholic drink is a wholesome necessity. Expert medical opinion is not 
unanimous, O'hough the majority seems to liold that alcoholic drink is not 
only not ncce-ssary, but positively injurious to the human .system, a few are of 
the opinion that, if taken in moderation, it is an excellent restorer and nerve- 
builder. One would think, however, that the results of drunkenness must 
form the final test. Orink in moderation is an im 2 Jossiblity, esjjocially for 
the masses whoso mental cajiacity and will-iiower are not at, all sufficient 
to discriminate between moderate and excessive drinking. Excessive drink 
ruins the self-respect and impairs the efficiency- of the drinker as well as 
that of the future generation. 

The State must therefore aim at total prohibition and make a begin- 
ning by jiushing forward"'vigorou.sly and sincerely the scheme of local oiition. 
To make good the loss, I agree with Dr. Mathai’s proposal to levy a supei’- 
tax on land revenue at a iiercentagc varying' from year to year to be 
assessed on landholders paying fevenuc, say, of Jls. 100 and ov^r (Es. 50 
is propo.scd by Dr. Mathai) at graduated rates; a iirovincial surcharge of 
10 per cent (20 per cent is Di-. Mathai’s suggestion) on income-tax is also, 
admissibe. A small increase in the salt duty or the duty on cloth, or 
kerosene is po.ssible. The economic merit of the salt duty is that its 
incidence would be spread equally among the poor, while the present 
Gxeise on drink presse.s very heavily on a small section of it. A small 
tree-tax on toddy-yielding trce.s like the cocoanut and' palmj’ra as well 
ns on some suitable fruit trees niight bo impo.scd. If the iStnte refitses 
to make money by trading on the vices of a soption of the population, 
the moral efiect will bo so great that the essential law-abiding instinct of 
the Indian may bo relied on to do the re.st. 
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Tohacco.—An oxcifao duly on tobacco uiay u'cll kike the place ol' tliul on 
•ilcoliol lu India, lioivove)’, tobacco is not, Ironi a fiscal ])oint ol' view, an 
obicct of taxation nioro desiraldo than salt, because uiiliko in other countries 
it IS not an object of universal consumption. J3ut it is fairly universally 
cultivated, and is, moreover, an object of luxury and the ninount consumed 
by any otie person is never very large. 

To tax it at the -source in the shape of an acreage duty on cultivation 
may scare away producers; and it is not advisable to discruniiicte between 
the crops. It is not also possible or necessary to make it a State monopoly 
jn x>i’n6uetjon. 

The tax on tobacco is intended to fall on the consumer and the duty 
therefore should bo imposed at a stage nlicn there is the least chance of its 
being shifted to anybody else. Tobacco is consumed cither as raw, c.y., 
for dicwing or as manufactured, c.y., as cigars, cigarettes, heedks and siuift'. 
'I’lie best method seems to be to regulate the sale of raw tobacco when it is 

brought to the market by the prohibition of wholesale and retail sale 

e.xcept under a license, 'ihe Government may either give contract for 

monopoly of retail vend for fixed areas or limit the numher of licenses and 
sell thoin by auction; an efficient method on these lines is working satis- 
factorily in“thc Indian State of Cochin. 

The main difficulty will arise in the case of exports. Tlie figure.s 

indicate a steady increase in recent years in the ynantity of tobacco exported 
from India. No doubt the Indian demand for tobacco is great and 
increasing, but to the best of my knowledge its demand in Europe is 
greater, where it is universally consumed in one form or otlny. The 
imposition of an excise duty may raise the price to the foreign consignee 
and by reducing Indian exports chock the production in India. To allow 
a rebate on the exports alone is out of the cpiestion. Tlie Government 
should, I think, be prepared to meet this contingency, unless it is possible 
to allow a rebate on purchase for bona fide exports; if this is done, 
the benefits should be extended criually to large-scale )7roducers of tobacco 
products in India. The products of such factories may then bo taxed at 
an ad valorem or specific rate duly countervailed by an imj)ort duty on 
the same or similar materials. A fixed license fee may be levied from the 
small scale manufacturers of beedies. .snuff, etc., The pos.sibility of a .small 
revenue export dutj' on tobacco (raw and manufactured) may also be 
explored. 

Cvstoms duties . — For rovouue puri)o.so.s it is better to im])ose import 
duties on all articles rather than a few, since it is comjiaratively oa.sy to 
collect them at the ports without any large addition to "the staff. A revenue 
duty .should also be at or below the rate which yields the greatest revenue 
obtainable. 


It is nece.ssary to make a classification of commodities and rates in the 
following order; — (1) Goods, such as machinery, used for i^rodiictive enter- 
prises charged at the lowest rate; (2) consumption goods in demand aniong 
the rich classes only charged .at the highest rate; (H) consumption goods 
in demand among the middle classes chiellj’ at medium rates; (4) consump- 
tion goods in demand among all classes but chiefly the poor, charged at the 
lowest rate. If the article is one having a comjiaratively inelastic demand, 
it can stand a higher rate than the one less inelastic.' 

The possibilities of imposing export duties on more commodities have 
to be explored. The demand for Indian raw materials and food-stulfs is 
so great that, provided the j-ates are not high, there need be no fear 
that the quantity of our exports will fall off. 


As regards the form of duties, one can only .sav that both the ad 
valorem and specific duties as well as the .system of tariff valuations should 
be retained and applied with reference to the nature of each article 


Taxes oil tiaiisactioiiSj etc. Another Jinx^ortant .soui-cc of revenue "ir 
India is the tax on transactions such as free distribution of property 
inheritance, leoal and enmmercial ti-nnsncl imic Q+m.,— 



acting "ni restraint ol trade or otlior forms of presumable personal 
socal utility” provided the dutie.s are not very high. All taxes act m 
re.straint of presumable personal utility, but as regards Iho restraint oi 
.social utility, it m.ay bo remarked that in India most of the transacliom 
in property or money do not prima fane re, suit in an addition to tin 
utility of the parties. I or example, most people borrow money to meel 
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ji necessary expon iliturc, and even if the stamp duty puts a restraint on 
tlio act, ivliicli, liowGver, it does not at present, tliero is no serious objection 
as it may induce the borroivcr to put off, if possible, tbo taking of a loan. 
Again, in tbo case of landed property, most transactions are among the 
moneyed middle classes who speculate on land jiurchase oi- mortgage on 
grounds other than for getting the largest^ return from Iho productivo 
investment in land and thus adding to the social utility. ‘ 

Taxes on judicial proceedings in the shape of stamps and fees should, 
on the other hand, be so limited as just to pay for the cost of the courts. 
Indeed the iires'ent high rate lias been defended by some on the ground that 
it will act as a deterrent to the average Indian who is represented aS being 
litigious in spirit. I am convinced, however, that resort to a court of law 
is not in the generality of cases a jileasui'e but a necessity. _ "S^niat cannot 
1)0 settled among parties by appeal to reason or good faith is asked to _bc 
decided by an officer of tlio State. Moreover, many points in councctioM 
with State-made Ians — the existence of which is a new feature of tlie 
British judicial admin'stration — are so comprohonsive or inconiprehensive 
that the average man who is affected by them must bo pardoned _ if he 
resorts to a competent court of law for their interpretation. It is not 
benefit that the State is rendering by administering justice 'or enforcing 
the fulfilment of contract, but one of its fundamental functions, kloreovcr, 
resort to a court of hnv does not indicate any ability to pay on the part 
of the litigarit. 

The case of registration foes is slightly different. Though here also the 
State is called on to i-endcr a service to the party from whom it can 
leeitiniately demand only the bare cost, the parties can afford to pay a 
highor sum as the act of registration, unlike the proceedings in a court 
of law is simple and does not domand the expert assistance of lawyers and 
others who collect such an enormous toll fi-om the litigant population. 

Entertainments in India are not amusements in the conventional sense, 
but in many cases are forms of dissemination of BDindu culture and folklore; 
their educative effect is really great in areas where the inhabitants do not 
know how to read and write. A central or provincial tax is likely to prove 
a tax on knowledge and culture. There is no objection, however, in 
utilizing them judiciously as a source of local taxation in our cities. 

Inheritance or succession duties . — ^Tn the event of }iow sources of tax- 
ation being required to replace old one= that may be condemned, duties on 
inheritance or succession may bo considered. Since the bulk of jiroperty in 
India that will chaufje hands at death is likely to be land, there is an 
additional argument in its favour, if my proposal for doing away with 
periodical reassessment of land is accepted, viz., that at the end of each 
genbration the capital A'alue of land will be subjected to an addit’onal 
taxation. As the landed jiroperty docs not change hands in this way in 
the case of the Hindu joint family, either a periodical levy might l)e 
attempted or the tax might bo applied to the share of the deceased. 
A periodical levy is to be preferred in some respects, since the principle 
of the capital levy of land is tluis extended to the joint family as well, but 
the regularity of collection, say, once in five or ten years, might discourage 
saving or lead to the break-up of such properties. Economically, however, 
something is to be said in favour of discouraging ,eoncbntrati'on of land in 
single hands. Smaller properties must cerl.ainly be exempted and the .^alue 
might tentatively be put at Bs. 5,000. The principle of graduation based 
on the size of the estate left is superior from the point of view of the 
exchequer and can be tried in the case of joint or undivided families. But 
hi other cases the graduation based on the degree of relationship of those 
who inherit the property to testator and with the amount inherited by 
each individual heir seems to be more equitable, since allowance may' be 
made in the latter case to the size of the lainilv. As regards succession the 
rates should be lower than in the case of inheritance through testament 
or lack of direct heirs. 

Taxe.s on inheritance ought to bo lorded at unchanging rates as fai’ as 
possible in order to secure equality in the distribution of their burden. 
Hifficultios do not seem to be great in India to^inake the Provincial Govern- 
ments responsible for their administration, because in most parts of India 
inheritance or succession does not pass beyond district or at most provincial 
limits; in cases where they do, it may be worth while to make some arrange- 
ment between the provinces affected. The "advantage is that the existiim 
land revenue staff’ may he utilized for its collection; 



As ro-ard .ales, a ilat .-ate. a.s in England, is not adyisal.lo, but Ibo 
Froild. model based on the numbers of males in the family seems to. bo 
iofter as tb<> latter takes into necouut the size of the family. 

A’rlix-f ad.niuislrativo difficulty will bo for tlio State to ascortaiu the 
u^aet value of llio property loft. Tho principal forms o wenitli m rural 
India aro (1) land Ld buildings, (2) jmvolIoiT and vo.ssols for family use, 
31 boa ds and (4) money transactions. Tlio hvst and the last are compara- 
tivolv eas !v assessable, but the value of the others is not so easy to 
detcrniine. Open declaration by the parties seems to be the only remod^^ 
Home evasion and fraud are inevitable, but in this delect these duties do 
not stand alone. 


Ufiliti, services (ind f«.rofio?i.— Monopolized industrial production by the 
State inaV take two forms— (1) Production of ordinary articles such as 
.salt, matt-lies, tobacco, etc., which can be effectively produced under com- 
petitive conditions, but which arc monopolized by tlie State for the purpose 
of collectiim taxation ; (2) direct management or control of social monopolies 
such as the utilitv services like thc.Eailway, tho Posts and Telegraph's, 
Tolephonc.s, etc., which aro from their very nature incapable of being 
worked under competition, or too dangerous to be left in tho hands of 
private monopolies. 

In tho first case the aim is clearly to raise taxes in the easiest and 
cheapest possible way, and, tho State .should, therefore, fix a price which 
will not only bring a bare return on the capital invested, but something 
more. The articles selected should he such that the State is more _ or less 
an effectively producing agent; othorwi.se tlie loss to tho consumer will liavo 
to bo measured more than by the amount of the tax. The aim .should not 
bo to secure the maximum liionopoly not revenue as in the case of iiriyate 
inonopoli.st.s, but the rccognijied canons of taxation should be borne in mind, 
viz., that it .should not fall with undue severity or regressively on the 
poor, and that it should not impair the faculty^ of the tax-pa.yev. Besides, 
salt and alcohol, explosives and playing cards might bo treated in this way. 

Tn the case of the public utility services like the Railwav, the aim should 
bo to fix tho rates in such a way that they cover the cost ofi'capital cxpondl- 
tui-c. I'lioro is. howovei-. no obojetion in utilizing them as sources of 
taxation, when nccc.ssary, provided the rates are kept ns low as possible, 
lest a high rato_ should tend to dimini.sh the demand for the services, and 
provided there is no considerable reduction in the consumers’ .suriilus on 
account of tho rise in jirice. ft is necessary to emphasize that in' the 
manageinent of sucli enteriirisos the working expenses should be kept as low 
as possible, consistent with economy and convenience in order that there 
may bo a wider margin for taxation in case of need. 


Coivcrmsiox. 

Tn thi.s memorandum I hai'c merely made an attempt to throiv the light 
of economic reasoning on some items of taxation in India, iiresent and 
prospective. My conclusions may be summarized as follows : — 

(1) M bile admitting that it is imjio.ssible to exempt the minimum 
suhsistcnce level in tho case of land revenue, and that the rates should 
bo ba.sod not on the income of persons alone but on land. I plead that tho 
j.e.iodicul reas.sessment on the present lines should cease, the State i-e-erving 
the powei- of reimposing rate of so many annas in the rupee as an 

additional^ cess whenever the finances of the country actually neces.sitatG 
such an imposition. 

/o\ taxation of agricultural incomes is economically justifiable 
(d) In the case of irrigation cess, the State may take a percentan-o 
.share of the value of the increased produce of 'land brought about iiy 
iingation facilities, and -when land newly brought under irrigatioii 
increases largely in value, the State may take a iiortion of the increme bv 
means of a betterment tax spread over a series of years. • ‘ 

, , In the case of hicome-tax, the pre.sent rates are fairly lieavv 

but tho mminium of exemption may be reduced to Rs. 1 000 ’ 

. ., (5) All ex'ese duty on salt is economically jioiiiid ’and its present 

mcidoneo in India cannot be regarded as oppressive ^ 

»in, <lin.k rovonuc n„<I 

alrohoi” tal'-o 111 , pla.o of tliat on 



(8) Customs duties should be imposed on all articles rather than a 
feTT, u'lth due discrimination in the rates. There is greater scope for the 
imposition of revenue exioort duties than are at present ]e\ded in India. 

(9) The present taxes on transactions may bo continued except the 
stamp duties on judicial proceedings vhich should bo so limited as just to 
pay for tlie cost of the -courts. 

(10) Entertainments are not to be taxed. 

(11) An inheritance or succession duty is permissible. 

.(12) The util'ty services, like the llaihvay, may be utilized judiciously 
as sources of taxation. 

Whatever may be the financial effects of these proposals which are, 
however, equally important for the statesman to consider, the economist 
can only point out that (1) the som'ces of taxation in India are few, and 
(2) no considerable amount can bo raised under any of the items without 
impairing the efficiency or the faculty of the vast majority of the poi^ulation 
' in India who are poor, and that therefore. (1) the expenses of the State, 
civil and military, should he kept down i-igorously, and (2) the several 
functions that are now being centralized and performed by the officials 
of the State should be handed over to village bodies or communal 
organizations wherever they exist, and where they do not exist it ib the 
clear duty of the public and the Government to infuse sufficient public 
spirit into the minds of the rural population so as to enable them to 
discharge such functions with thoroughness, honesty and economy. 


Mr. Subharania Ayyar g'ave oral evidence as follows : — 

Dr. Hyder, Q. — I do not understand your statement that “the Indian 
land revenue is a tax in so far as it is a compulsory contribution of the 
wealth of the landed proprietor for the service of the public powers, but 
it is not a tax in so far as it is not appoi'tioned to the actual net income 
that is earned by the individiial proprietor.” How do you make that out? 
Is not land revenue really a certain portion of the net income from land? 
Government, as the owner of the property, are taking a portion of the 
income. What is the precise point of the distinction? 

A. — The main distinction is between land revenue and income-tax. 
In the case of income-tax, you ascertain wliat exactly is the income that a 
person has eai-ned and you tji-oceed to assess him on that basis. But in the 
case of land revenue, without ascertaining what, he actually earns or has 
earned, you .simply have a rough idea of what he is likelj^to earn and impose 
a tax on that basis. 

The President. Q. — Don’t you consider that, inasmuch as land is the 
source of ijroduction, a person to whoso chai-ge it is entrusted has a duty to 
the rest? 

A. — That is another question altogether. For instance, in one year he 
may be quite capable and may have done his best, but nature may have failed 
him. , ' - 

Q. — ^Is not the basis of land revenue just the same in the most advanced 
countries, viz., that the person in charge of the land has a duty to produce? 

A. — The idea is something different. This distinction between a tax and 
rent is made by Prof. Marshall. 

Dr. Dydcr. Q. — T^Hiat is the distinction made by Prof. Marshall? 

A. — ^In the case of a tax, it is based on the income actually earned, hut 
in the case of rent, on what may ho earned by an individual of normal ability. 

Q. — ^You do not believe in compelling people to cultivate by taxation? 

A.— No. 

Q. — ^Further on in your statement you say that land revenue imnairs 
the faculty or ability to pay of the cultivators, especially the poor, who, 
however, form the majority, since the collection of the ' Government PAsi 
not only takes .away a portion, of what is necessary for their own subsistence, 
but also the capital for continuing the work iji the fields. I put it to you 
whether all that is left takes- the form of capital. IWiy do you think that 

all goes into the land? 

c 
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A —I do not say all goes into the Inntl, To a certain extent, t)ie 
collection of land revenue impairs efliciency in that respect also. Most of 
our people are poor, and when the amount has_ got to be paid out of the 
income from land, there is so much the less available for purchasing cattle, 
seeds, etc. As a matter of fact., the poor ryots go and Imrrow money for 
purchasing cattle. 

Q —Aren’t the people also litigant in spirit? 

A. — I do not suppose so. T have not come across a large number of 
people who go to the law courts for the mere fun of it. 

Q. — 1 thought they were. 

A. — ^No. 

Q — Your point is that if there were no land revenue, the vents would 
remain to the cultivators, and they might spend it on improving the soil? 

A. — Yes : some people are extravagant, but to brand the whole lot of 
cultivators as extravagant is going too far. 

Q. — What improvements could they effect on the land? 

A. — was not referring to permanent iinxjrovomonts, but was simply 
thinking of running expenses. Permanent improvements are beyond the 
capacity of. most of our ryots : the bigger landlords must take part in that. 

Q. — ^T’iTiat are running expenses? 

A. — Pifrchasing cattle and seeds, digging wells, etc. 

The Fresident. Q.— Don’t the cultivators in Madras spend a very largo 
sum of money in xiermanent imiirovements every year, which they borrow 
from Government under the Agricuilturists’ Loans Act? 

A.. — I am referring to tlie poorer classes. There are middle cla.ss land- 
owners who certainly try to invest in digging wells and all that, but the 
major portion of the amount that is bonowed by cultivators is for running 
expenses. 

0- — At the top of_ i)age 82 in your written .statement, you say: 1 have 
no doubt that a rise in the i)rico of agricultural produce — more especially 
Jood-stxiff — is not a criterion of economic iirosjiority for the vast majority 
of our rj'ots.” Is this because tlie cultivator consumes much imporied 
goods ? 

— Not only imported goods, but his own goods. Take .paddj’, for 
instance. The pricS of paddy may luu’e gone up. but ho nn'ist have the 
same amount of food as previously. 


Q. — Still there must bo a surjilus. 

A. — He is not going to sell it. 

Sir Percy Thomiison . Q. — Y’our argument is that he consumes all he' 
produces ? 

A. — At the same time, he has to .sell, because ho has to meet his otlier 
expenses, e.g., on matches, cloth, korosono, etc., and he lias also to pay the 
Government hist. 


Dr. TLyder. Q. — Do you mean to say that lie does not get enough to 
maintain himself and his family? 

A. — ^Ycs. He may have to get it in other wavs. e.g.-. bv wav of coolv 
labour. ' ' ' ' ‘ ‘ 

Q. — Cooly labour is not agricultural labour. 


A. — ^Transport and various other kinds of cooly labour. 

1 5’°" P'^efer fi.xation of the existing revenue 

subject to the addition of an emergency cess, or a tax on aericultural 
incomes? ' ^ 

A. — I would prefer aii emergency cess. 

Q.— Is income-tax on agricultural inconie.s^ economically justifiable? 

A. — Yes. " 

• S-ou do anything to equalise the incidence of land revenue 

in the different districts, or would you .standardise the xiresent inequalities? 
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A . — In some cases, the incidence is pretty heavy even as it is. In some 
cases it is not, ^Incli depends on the liistovy of a particular district. I do 
not suppose it is possible or necessary to have the same incidence throughout 
- India, 

Q. — Is it not desirable to have the same incidence? 

A. — It maj' he desirable, biit in that case nev re-arraugements of the 
economic areas might bo necessary. Some di.stricts may be more fertile than 
others. 

Q. — ^AVould you agree that there would bo very great difference in 
assessment between a district settled 30 j’car.s ago and one settled last year? 

^A.— Yes. 

Q. — There is no justification for that difference; it simply results 
from the fact that different commutatioii rates pi'e^'ailed in tho.se years. 
It seems to me that your scheme involves a perpetuation of that difference 
to all eternity-. 

• A. — To start with, if you approve of the plan, we can have more or less 
a uniform incidence, and begin work on a clean slate, but apart from doing 
away with glaring inequalities between districts or i)rovinces, 1 do not 
think it is necessary to do that. * 

Dr. Uyder. Q. — As regards irrigation, I understand you to say that 
the ideal system would be only to charge as much as it costs Government. 
On the other hand, you say that it is the duty of Government to look at the 
question from another point of view. I suppose you mean that Government 
should develop irrigation schemes? 

A.— Yes. 

Q. — So that, your idea is that Government .should run these concerns 
oven if they cannot pay? 

A. — ^Not neces-surily. The aim must l)e to get the cost. l)ut in some cases 
it may not be possible. 

Q. — Supposing there are two .schemes — one which can pay the cost, 
and another which cannot. You say that ii\ the first case Government .should 
onl 5 '' get what it costs them. But if the cultivator benefits inuch more, 
don’t you think that Government should charge what the cultivators can 
afford to pay? 

A. — ^Yes, I have mentioned that in my written statement. 

Q. — ^As regards irrigation rates, would you have uniform rates for each 
tract in tl^ Presidency or varying rates? 

A. — ^I think we should haAm A'arying rates, taking into account the 
particular circumstances of districts. I think that will be move equitable 
than having a uniform rate. 

Q. — ^When the irrigation costs more, you will have more, and when it 
costs less, you inll have less. 

A. — 1 think there is no objection in that. I’hc business of the State is 
to tax in such a way as to got out of the iicoplc ivhat they most coin'cniently 
can pay. 

Q. — ^You Avould be benefiting the cultivator in the district at the expense 
of the general tax-payer. The man in the faAmurabl 5 ' situated districts 
might a.sk why he should be charged more, while the other man is paying 
less. 

A. — In all these inattens, you mu.st more or less take the country as a 
whole. 1 do not think it is i-ight to take iiartioular districts. In imposing 
yoiu' rate in a particular district whicli benefits greater than another, 
certainly the ryot’s share of thp benefit is increased, and hence his caiiacity 
is increased. Ho is called upon to pay bnly_ a certain proportion of the 
benefits he has receh''ed. So he cannot complain. 

The President. Q. — ^You say that forests and, to a less extent, mines 
might easily be made to contribute more to the revenues of the State. Have 
you an 3 ’’ scheme in your mind? 

A. — No. I hai'e not made anj special studj' of it. 

Sir Percy Thompson. Q, — ^YoU are satisfied, with the income-tax system 
in India ivith two exceptions? 

A.— Yes. . . - . 
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(j First of all, you think that agricultural incomes might be taxed? 

A— Yes. 

Q. Secondly, you think that on business profits the assessment may veir 

bo on a three years’ average? 

.,iV. — ^Yos. 

Q_ — On vliat grounds do you justify a tax on agricultural incomes? 

A. — On ability to pay for the needs of the State. 

Q. — ^^Vheu the landlords pay a tax of something like 50 per cent of their 
income by vay of laiid rc^mnue, is not this a tall order? 

A. — I do not think so. The incidence of land revenue generally falls 
on the ryots or on the tenants, apd the agricultural income of large owners 
is, I think, net. 

Q. — If you increase the land revenue, does the rent also increase? 

A. — That is what is taking place on the West Coast. Wlien a tenant 
enters into a contract with a big landholder, he undertakes to pay the 
present land revenue as Avell as the future revenue which the State might 
impose, together with any kind of cess that might be levied on the land. 

Q. — That is o.xceptional. 

A. — ^^Vherevcr there is pressure of the population on the soil, you may 
expect the shifting of the revenue on to the tenant. 

Q. — In some provinces there is tenancy legislation and the landlord 
cannot increase the rent. 

A. — That may be an exception. 

Q. — In that case you would not say that the landlord is always able to 
shift the burden of land revenue on to the tenant. 

A. — Even in that case, j’oti have to look at it from the point of ^iew 
of the State. If the Sta^ really rertuires more money and if the land- 
owners are capable of paying it, I do not think they can raise any great 
objection. 

Q. — Suppose the landowners pay a land revenue of something like 
40 per cent of their income. If the State wants more money, should not the 
State really go to the business men and make them pay 40 per cent also? 

A. — There is a limit that 1 have put through. The major portion 
of the smaller landowners w'ill bo exempt from that tax. My whole point is 
that the incidence of land revenue falls in such a wmy that ^die poorest 
classes are bearing a dispropoi'tionate .shai’e of the -whole burden. That 
must be remedied. There are cei’tain people -ndio receive a larger amount 
from the land and -who can afford to pay a tax. 

Dr. Ryder. Q. — ^Have you many such people in the Presidency? 

A. — That is a matter for the administrators to work out. 

tiir Fercy Thompson. Q. — -It comes to this — that you want the land 
revenue system graduated like income-tax. 

A.— Yes. 

Q. — Don’t you think the result of that wiU be to reduce the yield of 
land revenue enormously? You would exempt the smaller lyots who" run to 
millions? 

A. — I do not -want the smaller ryots to be exempted. Ee-assessments 
should be discontinued. 

Q. — I'^ou made the statement that the small ryot could not afford to pay 
and that he must be relieved and money lound elsewhere. ^ 

A. — No. AVhat f said was that the increased needs of the State or 

the increased price of agricultural produce .should not be made an excuse 

for increasing the burden of land revenue on the poor ryot, but it should 

fall on those -^vhosc shoulders are broad enopgh to bear it, viz., big zamin- 

dars. All ryots will continue to pay land revenue more or leSs on a permanent 
basis, irrespective of the size of their holdings or the amount of their 
incomes. 

Dr. Rydci . Q.— You said that there wdre large units of z'amindars, 
but not large units of operation. Your cultjvators have holdings varying 
from 10, to .50 acres. You made ji statement that the tenanii undertakes 



to pay land revenue and any euhancemenb in cesses. '^Vlien you increase the 
land revenue on landlords, the burden goes on to the tenants. How do 
you meet that? 

A. — There i.s that possibility, but yon would tax tlieni only after you 
ask them to declare tlieir incomes, so that they inaj' not have the tendency, 
especially if the tax is not heavjj to pass it on. If the pressure is < 9 ery 
great, he will try to distriinito it. 

Q. — ^You said that there was no provision to protect the tenants. 

A. — Only in ryotwari areas. 

Sir Percy Thompson. Q. — ^Tsn’t tlierc this difficultj' about the three 
years’ average : that a man who made a loss tlirongliout the year may have 
to pay income-tax on piofits made three years ago.^ 

A. — think I said that the rates .should be settled on the basis of tUe 
income earned, e.g., in the second 3 'ear it will be a less amount, in the first 
3 'ear more. The man will then get some relief in the income-tax. 

Q. — Suppose a man made Es. 1,00,000 in year 1, Rs. 50,000 in year 2 and 
nothing in year 3, but lost Es. 50,000 in year 4. In year 3, he will ho 
charged on tlie average of the total of Rs. 1,00,000, Es. 50,000 and no rupees. 
In 5 ’ear 4, when he actualh'' made a loss, would it not be difficult for him to 
11 ay income-tax.!’ 

A. — I think some provision should bo made for that. 

Dr. Paranjpyc. Q. — ^If he has to make provision for that, would it not 
be better to pay income-tax imniediateh- after earning the income? 

A. — ^I merely put it in that way, so that firms who make no profit in the 
course of three j'cars may get some relief. I am not very keen on it 

Sir Percy Thompson. Q. — In England thej’ had the three years’ average 
system : in response to pressure brought by the commercial ^community, 
the Royal Commission that sat in 1919 reported in favour of the ’adoption of 
the previous 3 'ear’s income. Do 3 'ou agree to that? 

A. — ^Yes. 

Thc^ President. Q. — ^IVith regard to excise 3 'ou say : “The vState policy is 
sometimes summed up in the formula.: ‘Maximum revenue with minimum 
consumption’. The economic fallac 3 ’ behind it is that drink, when it 
becomes a habit, -as it does among the classes addicted to it, is an article of 
comparatively inelastic demand”; and you give a table of statistics. Have 
you brought 3 ’our table up .to date? 

A. — That was what was available to me. 

Q. — ^From the latest figures we have got, I find that the number ol 
shops has been reduced from 6,008 to 5,917 ; the consumption in thousands 
of iiroof-galloiis which st 6 od in your table at 1,728 has since been reduced to 
1,528. Is there not a good deal of difference? 

A. — No; T don’t think there is. When you reduce the number of .shops, 
3 'on are aiming at prohibition; there are less facilities provided. 

Dr. Under. Q. — Is it your view that the demand' for liquor is absolutely 
inelastic? 

A. — ^Yes; more or less. * 

Q. — Whatever cluinges may take place in prices, they can have no 
effect on the qubntitt' consumed. Is that your view? 

A. — It will depend on the ‘individuals. But as a rule, that is my 
opinion. I just enquired from one or two persons who are addicted to 
drink, and they say that nothing will slop their drink if the shop is there. 

The President. Q . — ^If the shop is not there? 

A. — ^He will not drink. 

Q. — He will make drink for himself if he has got the habit. 

A. — ^BuL the poorer classes may not have the facilities. 

Q. — ^Has it not been said that everybody has got a beer tap in his 
backyard ? 

A.'— That may bo. But generally the owner is an agriculturist and .he 
may not permit that. Because most of the people who drink belong to 
the depressed classes. 
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Dr. Under. Q. — Do you think that the owner will keep watch ovet 
eveiy tree? 

A. — He will take great care to see that it is jiot done. Of conrsej there 
may be clifiiculty in the case of the present generation. I do not deny that. 
But once the State declares for total prohibition, I think we can depend on 
future success. 

’ The President. Q. — May I invite your attention to the fact that the • 
average number of cases of illicit distillation for the period of 5 years 
ending 1921 was 1,435 and for 1922-23 it was 2,001 as a result of restriction 
of facilities and increase of prices, and it has been declared in many of 
the provinces that illicit production is out of control? ' 

A. — As I just now said, it may be a difficult problem to deal with, the 
present generation. I do not deny that. ,But my whole point is that if you 
want total prohibition at all — of course that is quite a different question 
apart from the question of taxation — certainly, the only, means of doing it 
is to aim at total prohibition. That is, if you want to reduce the drink . 
habit, you must have total prohibition as your goal, though it <!annofc 
be brought about all of a sudden. 

Q. — But can you say so as a result of the study of the effects produced in 
other countries ? 

A. — So is the case with regard to other laws. There is law against 
theft and there are so many laws against various other bad habits. 

Q. — ^You regard theft as a habit? 

A. — It is a wrong against the coininunitj^ — socially bad or anti-social. 

Q. — Consumption of an article of which you disapprove is a habit which 
you put on a par with theft? 

J ^. — Of course, there are differences. 

Q. — ^IMay I ask you whether you are speaking as a result of the study of 
facts in other countries? 

A. — fully admit that in the case of America, for instance, there may 
be illicit distillation. You cannot change the habit all of a sudden. But 
you can reduce it bit by bit. Now what happens is that even .children 
of two or three years are taken into the liquor shops and toddy is forced 
down their throats. 

Dr. Ryder. Q. — Against their will? ? 

A. — Children do not know what it is. 

The President. Q. — Is it your pensonal observation? You have seen 
toddy being forced down the throats of children in the shops? 

A. — ^Yes. 

Q. — Did you prosecute the people concerned? 

A.— No. 

Q. — You say it can Im reduced bit by l)it. From the reports we find 
that for the quinquennium ending 1923 there has been in the Central 
Provinces a reduction of 58 per cent; in the United Provinces 59; the Punjab 
58; Bombay 29; Assam 24; Bengal 18 and Madras 9. Is that not little by 
little? Is it not what you want? 

A. — But there is one thing. Looking at it from the point -of view of 
taxation only, quite apart from the general question of drunkenness, it falls 
very heavily upon the poorer classes of the population who are the leasu 
able to bear it. There may be a reduction in the quantity of drink. If 
you aim at total prohibition the revenue also must go. 

Q. — But the consumption would continue, though ;the revenue goes. 

A. — The effect of law on persons might bo such that you can effect some 
improvement. 

'Q. — ^IVould you make good the loss of revenue by levj'ing a super-tax 
on land revenue and a provincial surcharge on income-tax? 

A. — ^Yes. 

Q. — Supposing this is done as a result of voting : would you be prepared 
to-pay any additional taxation yourself for the enforcement' of vour opinion 
on your poorer brother? . . , A 

think I ought to. I do not see any reason why I should not. 
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(v_ you have proposed a super-tax. ill it fall on the eohnnunity 

who are most anxious to l)ring in prohibition P 

^^--The tax on tobacco, for instance, will fall on the poorest class 
as well. 

O.— You think the ryot would be ready to bear the burden of a super- 
tax on land revenue. It would mean almost double the land revenue, 

I have put in a limit — ^those who pay a kist of Es. 100 and*. 

above. 

Q. ^Have you strrdied the number of people who pay a kist of lls, 100 P 

— 1 think 80 per cent will not come up to that limit. So the amount 
would be very small, no doubt. 

•Q.— So what would you do for the rest? 

A. — For the rest I can onls’ suggest increase in other items, both 
direct and indirect taxes. 

Q. — May we go to tobacco? You propose an excise and you saj"^, “The 
best method seems to be to regulate the sale of raw tobacco when it is 
brought to, the market by the prohibition of wholesale and retail sale except 
under a license,” Do you think it will be practicable? 

A. — I think it will be. 

Q. — ^Have j'ou estimated the profit you rvould derive from it? 

A.— No. 

Q. — ^Do 3’ou think that this Presidencj' would secui’e as large a revenue 
as Cochin or Travancore? 

A. — Of course, j’ou can get a lot from the West Coast. In Cochin, for 
instance, you get 2 ^ lakhs from tobacco alone. In other parts of the 
Presidency the Oiri is the most common form in which tobacco is consumed. 

- Bh' Fercy Thompson. Q. — Eegardiug customs, you say, “For revenue 
purposes it is better to impose import duties on all articles rather than 
a few, since it is comparatively eas3" to collect them at the ports without 
any lai'ge addition to the staff”. The be.st instance of a countr3' which has 
customs for revenue purposes alone is England. But now England has a tariff 
duty on very few articles indeed, like alcohol, tea, coffee, etc. Is it not 
rather harassing to have every little article subject to customs duty? 

A. — ^But the commodities that are imported into our country are not so 
universall3' consumed by all classes. We have ver3' few commodities of 
that type which are consumed in all parts of the countiy in the same 
quantities. There are commodities like the mill-cloth, for instance, consumed 
mostly by the middle classes; and machinery and commodities like thau are 
only consumed by the i^roducing classes. 

Q. — It may be you may not get the reveiiiie you require by taxing a few 
articles. But surely, if you can get your revenue from a few articles which 
are in common consumption, there is much less friction than if 3’ou are to 
tax ever3' sundiy article coming into the couutiy. 

(No answer.) 

Q. — ^In regard to export duties, would you 'accept the proposition that it 
is not justifiable to put an export duty on commodities unless they are in 
the nature of a monopoly? 

A. — ^Yes. 

Q. — ^Is it not the case that the articles on which 3mu can put an expoi't 
tax in India are few? 

A. — ^Yes; very few. 

Q. — You say jute is a monopoh’^? 

- A-.— Yes. 


Q. — ^T^Iiat about rice? 

• 01' less a monopoly in Burma; and I think a tax on 

rice will be shifted to the foreign consumer, provided it is not very high. 

. Q— You think Burma fixes the world price with regard to rice? If the 
price IS fixed elsewhere and Burma has to compete with it, surelv if vbu had 
an .expoi t dut3' on rice, it must be paid b3' the Burmese iiroducer. 

there is .some margin in the case of Burma 
nee; so that if the rate is not very high, it is likely to be passed on. - 
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Q. — ^You sny tliat is tlie case witli tea? 

'A. — ^Yes; in tlie case of Indian tea there has been an increasing demand 
in tlie world market. 

Q. — You say that the demand for Indian raw materials and food-stuffs 
is so great. Have you in mind an 5 ' otlier commodities to which an export 
duty might bo applied? 

A. — I think a small duty inay he imposed on hides. There is one 
already, of course. Then there is raw cotton. 

Q. — ^Is there a demand for Indian raw cotton? 

A. — ^Yes. 

Q. — In normal times, do you think that if yon put an exjiort duty on 
cotton, it would not affect the export? 

A. — If it does, the State might revoke the duty. _ It depends upon the 
circumstances. The foreign demand for onr commodities must be taken into 
account in imposing the duty. 

Q. — ^It will be rather disturbing if these duties are to be varied every now 
and then. 

A. — At least it will last for a j’oar. 

Q. — With regard to taxes on transactions, you say : “Another important 
source of revenue in India is the tax on transactions such as free distribution 
of property, inheritance, legal and commercial transactions”. And then you 
say, “Taxes on judical proceedings in the .shape of .stamps and fees should, 
on the other hand, be so limited as just to paj’ for the cost of the courts”. 
Has this princiiile not been obsei’ved in Madras? The fees were only raised 
last year as an exceptional measure. 

A. — I have no idea. But I think the State makes a lot of money out 
of judicial proceedings. 

Q. — Not before 1924. 

A. — Possibly it did not. 

Q. — ^You don’t approve of an entertainments tax? 

A. — ^No. 

Hr. FaranjjWC- Q- — You are generally in favour of inheritance and 
succession duties ? 

A.— Yes. 

Q. — ^You consider that as a fair tax? 

A. — ^Yes. 

Q. — ^^Vllat worrld bo the natiire of that tax? Did you study in detail 
the death duties in other countries? 

A. — I know some general features of the death duties in England 

Q. — ^liVhat are they? 

A. — ^You get some information in the qxiestionnaire itself. 

Q. — Death duties in England consist of two parts : one is an estate 
duty on the whole estate at a progressive rate, and the other is a legacy or 
a succession duty charged at different rates according to the degree of 
relationship. Do you think both these kinds of duties together should form 
the death duties in India? 

A.— Yes. 

Q. — ^In the case of a succession by a distant relation, the rates should be 
high as_ also in the case of large estates; and you should also have a 
progressive duty? 

A.— Yes. 

Q. — The main difficulty in considering these death duties is udth regal'd 
to the Hindu joint family. How are you going to assess these death duties 
in the case of a Hindu joint family? 

A. — ^According to the property or according to the share of the deceased. 

Q- — ^Now, in England these death duties are simjilified, because 
the_ property passes at the death of a particular person. But in 
India according to our law, property passes not only on the death of a 
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particular person, but also on tlie birth of a particular person, 
in fact, a man’s propert 3 -, either actual or potential, is increased bj' the 
death of someone in the faniilj’ and is decreased bj* the birth of some other 
person. Therefore, if you -want to assess these death duties propei’ly ■whencA^ei 
anj' propei-tj' passes, either actuallj’ or potentiallj', Lheoroticallj’' at anj^ rate, 
yon must have death duties both at the death and tlio birth of a person. 

A‘. — think it Trill be possible to" estimate the share of the deceased at 
the pai’ticular time Tvlien the death takes place. 

Q. — You agree in tlie first place that, Tvliatever the tax maj’ bo. it 
should bo uniform on all the communities? . 

A.— Yes. 

Q. — If jmur sj’stom is ono Trhich favours one community inoro than 
another, it is a bad tax. 

A.— Yes. 

Q. — Notv take a Christian and a Hindu, and to make matters extremolj' 
simple, I take this" illusti-ation. - Suppo.se there is A, a .Chiustian Tvho has 
a son B; and there is a Hindu C T\’ho has a son D. "N^nien the Christian, A, 
dies, B inherits the icliole estate. Let us suppose that both these families' 
hare propovby of the same value. AVhon the Hindu, C, dies, seeing that Tve 
are governed by the Mitakshara laTV in many parts of India, D inherits 
onlj- half the property, because the other half already belonged to him 
and ho could have claimed partition at an.v time. 

A.' — But in asse.ssing D, you can take the whole estate into consideration. 

Q. — So that your pi-inciplo that onlj- property pas.sing on death would 
be taxed Tvill not appl.v. 

A. — ^^Vo have to take the Tvhole. 

Q. — Now take the other side. If B were to die, no property Tvould pass. 
On the other hand, if D dies, his half propert.v Tvould pass to bi.s father. 

A. — ^But in the case of A also it passes to somebody. 

Q. — ^But Tvhile A Tvas living, -B had no .share in the family propeity. On 
the other hand, in the case of the Hindu, half the property belongs to C 
and a half to D. When D dies his half of the property Tvill pa.ss to C. 

A. — ^I have no expei-ience of the legal aspect of the case, I do not 
see any great objection in making the practice uniform, viz., \T-hen the son 
dies during the lifetime of his father and loaves no heir to succeed him, the 
property may be left untouched: if a partition is effected, a succession duty 
Tvill.be loTued, 

Q. — ^You agree that all the communities shoTild _ be treated exactly 
similarly in respect of the inheritance or succession duties? 

A.— Yes. 

Q, — ^Then there is the question of how to deal Tvith this tax. You say • 
that these death duties should he entircl.v provincial. 

A.— :Yes, managed proTuncially. 

» Q. — In the case of management there would Im a great difficulty, because 
a man might haT-o property in Ht-o different province.s. 

A, — ^That is very seldom. It is not a normal feature. 

Q. — ^Thero inaj' be shares in a companj' located in various provinces. 

It may he GoT'ernment securities. In what jirovince are thej' supposed to be. 
located ? ■ ' 

A. — Of course there inaj' be some difficu}t 5 ’ with regard to that. But such 
cases are very feTV in India. 

Q, — ^Do yovi xigree that these duties should be levied at the same rates in 
all provinces, or would you have a higher rate of duty in Sladras, for 
instance, and a lower rate of duty in Bengal and so on? 

A. — ^No. The duty must be uniform. 

Q. — ^Don’t j'ou think therefore that so far as the administration is 
concerned, there must be a common administration — something like the 
administration of income-tax? 

A. — J. am not opposed to that. It is a question of qdministrativq 
expediency. 

Yll— 13 
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Q— How clo you arrive at this exemption limit of Hs. 6,000? 

A.— It is only a rough calculation. The principle is that people with 
smaller estates should be exempted. 

Q — You think that a man with a proper!, y worth Es. 5,000 is just on 
the inargin of subsistence ? 

A. — Yes. 

Q. — On page 88 of your written memorandum, you mention four kinds oi 
property and you consider that the first and the last are comparatively 
easily assessable. I should have thought that jewellery is one that can 
bo easily taken into account. 

A. — ^But people might conceal it. 

Q. — ^T^Hierever death duties are levied you think these difficulties avo 
common ? 

A.— Yes. 

Q. — ^^Vith regard to partition, you want to have death duties in order 
to catch hold of property when it passes from one hand to auotlier without 
proper consideration. Now among the Christians a son has no right 
to claim a partition, but among the Hindus in our part of the counti-y the 
son has a right to claim partition. Now if those death duties are levied, 
the tendency will be gonornlly for every one to ask for partition in order to 
escape the duties. 

A. — would impose a duty whenever the partition is effected. I suggest 
a duty on partition. 


Mv. H. SUBYAiS'AE,A.YAlSrA RAO, Servants of India Society, 
Madras, was next examined. 


Written meinoranduin of Mr. Suryanarayana Rao, 

Q. 1 . — Agricultural statistics . — Unless one has practical experience of 
the various methods adopted in arriving at the estimates of crops, it is 
not possible to criticise or sugge.st other adequate measures for the purpose. 
Such criticism as is offered is based on the remarks contained in the 
appendices to the ostimat'os of area and yield of jirincipal crops in India in 
1922-23, where the methods of framing estimates of crojis and methods of 
collecting statistics are narrated. The memorandum on the average yield 
per acre of principal crops given in the Quinquennial Eoport for the period 
ending 1921-22 has also boon availed of. 

Method of framing estimates of crops . — The acreage of crops in areas 
whore there are trained village establishments can bo deemed as 
fairly accurate. For areas containing permanently-settled estates, lahds hold 
on privileged tenure and unsurvoy areas, I would suggest that Local 
Governments should frame laws which would make survey and the mainten- 
ance of trained village establishments cominilsory. Evidently, tiicre is no 
scope for legal enforcement of these at present. If this is done, the methods 
followed and the statistics gathered will ho more accuratoi At any j'ato, 
there will be a \iniform method throughout tiro comrtry. 

As regards calculation of areas under crops, I am inclined to agree that 
the area sown is most imirortant, and the fact that the crops did not come 
to maturity need not be taken into consideration; for as it is stated in the 
‘methods of framing estimates of crops’, the failure of crops affects their 
outturn and not the acreage. As regards the exception mentioned, t would 
like to point out if the sowings of the forecast crops are to bo omitted owing 
to failure, the other crops raised^ on the same land should bo taken into 
account when final figures are given. Leaving this area out of account 
altogether is not the right method. With roforonco to the several crops 
raised in a mixed field, while the area to ho returned .should ho the area 
covered by the principal forecast crop, hut for purposes of outturn the yield 
of all the crops should bo taken into consideration. T believe this method 
is being followed now. 
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As regards standard of normal outturn, it is stated to be the average 
yield on average soil in a year of average character. It is very difficult 
to say what an ‘average’ in all these cases will bo unless a scries of normal 
years are xaken and the average is arrived at. I do not think that it is 
riglit to say that the average of a series of years’ figures is merely an 
arithmetical average. In my opinion, that is the real average. The crop- 
cutting experiments will then enable us to see how far the yield in a 
particular year .is above or below the average. The average may change 
perhaps from year to year. 

Th? estimate of outturn should be arrived at by crop-cutting experi- 
ments conducted in each village by some responsible i-evenue official, say, the 
-revenue or firfca inspector. These estimates may be compared with those 
made by the village officers whose estimates are the jiurest guess work. 

In arriving at either the estimate of normal outturn or of the quantita- 
tive estimate of outturn, the figures relating to the results on the 6oi ernmeiit 
farms are often misleading. The efficient methods of scientific cultivation 
on these farms naturally yield better results. 

As regards the method of collecting statistics, I believe the system 
adopted in Madras with the adoption of suggestions made already is the 
best method. All provinces may usefully adopt it. This method sliould be 
made applicable to all classes of land, if necessary, by legislation. 

If the methods suggested above are followed, the fear of either under- 
estimation or overestimation will be greatly iniuimiKetl. 

Special crops. Tea. — The Government should insist on the gardens 
sending figures of production. These may then be subjected to the scrutiny 
of the local officers. ‘It is stated in the Indian Tea Statistics, 1S23, that 
“special efforts were, as usual, made to procure returns direct from non- 
reporting gardens and these efforts have so far been successful except in 
Southern India’’. In any general legislation passed for the collection of 
statist cs, the Government should insist on the supply, of figures relating to 
tea gardens. 

Cotton. — If agricultural statistics are properly collected, the quantity 
produced will be available. The accuracy of this figure may be tested with the 
help of other figures given under this head in the annexure. 

Figures relating to rubber and jute. seem to be fairly accurate. As 
regards coffee, all plantations in extent even below 10 acres should be 
compelled to send the figures of production. 

Livestock. — A cattle census should be taken every year in all villages. 
This is not a difficult matter as the village officers are generally well informed 
about the cattle in the village. Perhaps, a distinction will have to be made 
in such a census between cattle useful for agricultural jiurposes and others. 

Forests. — Statistics of the kind now prepared for Government forests 
should be called, for relating to forests administered otherwise or private 
forests.- These can be cnecked by the forest doi?artraont with reference to 
produce in the neighbouring Government forests. 

Inditstrial statistics. — The methods now adopted seem to be satis, 
factory. The industi-ies department of each province should bo held responsible 
for these statistics. This will be possible and will work satisfactorily 
if all indiistries, including mines, etc., and labour are made over to the 
responsible part of the Local Governments. At any rate, they should be 
provincialized, subject, it may be, to the_ residuary power of the Central 
Govenrment to legislate on matters affecting industries in general. 

Statistics of prices. — ^Nothing can be said against the present method. 
The defects pointed out by the Sugar Committee are inevitable and are not 
inherent in the method adopted. Every effort should be made to., avoid the 
defects by the officers being asked to pay more attention to them instead of 
treating them as part of their routine work. 

Income-tax statistics. — Eetm-ns relating to the various trades and pro- 
fessions of the assessees in each grade discontinued since 1917-18 should be 
revived. They have very useful purpose in determining the sources of 
taxation and also in finding out the unea,rned increments, etc. 

Statistics of wage-earners, — ^Legislation is necessary for the purpose, 
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\^ital statistics. — lu this Presidency the reorganisation of the Public 
faealth Department is snro to improve the conditions and remove the 
defects noticed in the census of India. One of the Assistant Directors of 
Public Health should be in charge of vital statistics. 

Q. 2. — I have no additions to make to this list. J jjrofer the method 
adopted by Prof. Shah and Khambata. iVs regards the methods followed by 
Dr. Slater, I would like to say a lew words as the estimate relates to our 
Presidency. In assessing the non-agricultural income, he has simply followed 
the method adopted by Lord Curzon, viz., the non-agricultural income being 
taken at 50 or 40 per cent of that from agriculture for the aiumber engaged 
in non-agricultural occupations being 40 per cent of those engaged in 
agriculture. WJiether this method can be applicable to an industrially back- 
ward province like Madras, is a point that should be considered. It is more 
than one can say that the proportion the non-agricultural income bears 
to the agricultural income is the .same as the iion-agricultural population 
bears to those engaged in agriculture. Anyhow, it is an arbitraiy inothod. 
So, it is better to adopt the method followed to arrive at the agricultural 
income even in finding out the non-agricultural income. 

Q. 3. — ^I agree there are no corresponding figures except in the Jnattcr 
of income-tax. 

Q. 4. — ^I have already suggested in answer to Q. 1 hoAv the statistics 
now collected can be made adequate and more reliable. But legislation will 
be absolutely necessary if exact figure^ arc to be obtained. 

Q. 5. — I do not think it is worthwhile undertaking a census of production. 

Q. 6. — I advocate all-India legislation on similar lines. The Bill intro- 
duced in Bombay may not satisfy tlie requirements of all the other in-ovinces. 

Q. 7. — They lun'o a very real value in enabling the Government and the 
people to know how far the economic conditions have improved and how anj’ 
logislation passed has affected them. Besides they will helii the Government 
to find soui'ces of taxation from the data collected to antve at the estimates. 
If a particular tax has proved obno.xious, these estimates will enable the 
Government to shift the burden on others on whom it is light. 

Q. 8. — The list given in annoxure C cannot be deemed satisfactory as 
they contain results of spasmodic efforts made by certain individuals and 
organizations. So far, no systematic economic survey has been carried out. 
I would advocate the need for economic survey of typical villagas in the 
districts. Unless this is done, the enquiry cannot bo considered to bo reliable 
for the purpose of arriving at the real incidence of taxation on dilFerent 
classes. 

Q. 9.- — 1 would divide the population into two classes, agricultural and 
non-agricultural. This is only a broad division. If only direct taxes are 
being paid, we can arrive at the incidence of taxation very easily. There are 
a number of indirect taxes paid, which naturally, make the incidcnco of 
taxation apparent and not real. Tliis will be the case' as long as indirect taxes 
remain. Family budgets may prove hcl])ful in forming some approximate 
idea of real incidence. 

Q. 10. — The latest budget figures give the revenue derived from sale- 
proceeds of waste lands and redemjjtion of tax as Bs. 6.25 lakhs. No 
sepai’ate figures are available regarding ijeualties, etc. 

Q. 11. — 1 am not aware of any other items exco])! sale of trees which 
I am informed is included in rovenuo from forests. 

Q. 12. — I am not quitq certain if any part of the revenue derived from 
forests can be considered to be falling within the definition of tax. 

Q. 13. — ^Thc Government should be content with -a commercial reiuni. 
The element of tax appear.s in the case of (c), but that will depend on the 
competitive price. 

Q. 14. — ^The element of tak appears in any or all of these as soon, as the 
retiirn is more than a bare return on the capital invested, as these are public 
utility services. As far as T am aware, 1 believe there is an element of 
taxation in all these at present. 

Q. 15. — I think so. The rates chai-ged should depend upon the sources 
of supply and not on the amount of capital invested and the cost of maintain- 
ing these sources, though ‘ these will have to be taken into consideration in 
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tlie ca&o of productive works. The charge for water supplied should be a 
conunercial return dependent on sources -to avoid invidious distinctions which 
will result if the rates are based on the capital invested. The irrigation 
schemes are intended to inSl’ease the agricultural prosperity of the country. 
Tliey should not bring in more revenue than a commercial return. 

Q. 16.— A betterment tax may be imposed. The betterment contri- 
bution shall be annual for such” term of years, and at such uniform 
pei-centage of the increase in value not exceeding 5 per cent, and it shall be 
levied according to the x^i'inciples that govern bettei-ment tax in the case 
'of town-planning areas. 

Q. 17. — ^l\’"ater-rates and betterment tax should be collected by Govern-’ 
meat direct from the tenants. 

Q. 18. — think so, unless the rates cliarged for services is more than 
the cost for such services. But thej' do not fall under the category of 
taxes imposed on the general tax-paj’er. 

Q. 19. — ^In arriving at the genez-al incidence of taxation, taxes imposed 
for expenditure on particular localities should not be taken into con- 
sideration. 

Q. 20. — ^As the benefit derived is indirectly by the whole community, all 
taxes, whether paid by a paidicular class or the whole community, may 
be taken into consideration in arriving at the incidence of taxation for 
that locality, e.g., water tax, educational cess, etc. 

Q. 21. — No taxation either direct or indirect can be considered to 
be voluntary unless it be that taxes are paid for izarticular sermces rendered 
for a particular class of people. Then they become fees. 

Q. 23. — ^This is not the ease in the case of drink. It imposes economic 
burden on the families of di'iiikers. It cannot be considered as optional as 
the drink liabit becomes irresi.stiblc as is the case witli all evil habits. 

Q. 24. — I am in favour of tax on entertainments. As railway traveHing 
has almost become a necessity, it will- not be a tax on business but on 
necessaries. 

Q. 25. — It is not possible to make any such distinction as the vice of 
drink has spread also among classes who by custom or religion are prohibited 
from taking intoxicants. While it maj* be possible to make a general 
statement that the excise revenue is mostly derived from the poorest classes, 
it is impossible to divide the classes of the population for ascertaining the 
burden on different classes. 

Q. 27. — Every member of the community need not necessarily pay taxes 
in some form or other. It is the abilit 5 '^ to paj^ that must be the test. 

Q. 28. — ^Ycs. But adult suffrage is the ideal. 

' Q. 29. — Direct taxes. ' ' 

_Q. 30.— Poll tax is highly objectionable as it violates the tost, i.e., the 
ability to pa 3 ^ Moreovei', it is opiioscd to Indian sentiment. Nor is the 
capitation tax the best form of taxation. 

Q. 32. — -With the exception of salt tax, the taxes mentioned in Q. 31 
are more objectionable. I must confess 1 do not -know anything about the 
taxes mentioned except profession tax in the case of the lowest classes. 

Q. 33. — ^I do not advocate an increase in the rates. A surcharge on a 
graduated scale for the puiaiose of augmenting the resources of the Provincial 
Governments may be leviCcf on incomes above Rs. 5,000. 

Q._34.— ^Thc present graduation is satisfactory. But allowances of the 
kind given in England may be usofuUj^ adopted. 

Q. 35. — advocate differentiation in favour of earned incomes. The rate 
maj- bo lower than in the case of other incomes such as sums deri-s'ed from 
investments in productive enterprises. 

Q. 36. — Inquisitorial proceedings are inevitable. 

Q. 37. — I favour the continuance of sUper-tax in the present form. 

Q. 38. — Agricultural incomes may be taxed as all other incomes. I would 
very much like to draw a distinct’on "between the actual earnings of a 
farmer and the Income of the absentee landlord or the money-lender. As 
the tendency has unfortunately been to reduce tlie proportion of persons 



actxiallj' farming as is evident from the census figures, a veiy small percentage 
of persons will bo afljected. Even in their case, i do not ask for comijlete 
exemption except in the case of incomes below Es. 2,000. The rates shall 
be lower than in other cases. ^ 

Q. 39. — It is impossible to form a correct estimate. It iiiay be less 
or more. 

Q. 40. — There are other considerations. In India the joint familj' system 
jn-evails. So, what may bo considered as subsistence level in other coun- 
tries will not suffice here. The present limit must be maintained. Moreover, 
in other coxmtries som% allowances are given before the income is taxed. 
That is absent in India, 

Q. 41. — ^This reproach cannot bo justified. 

Q. 42. — Different standard forms of account based on the natxire of 
incomes may lie prescribed to keep xxp uniformity in diversity. 

Q. 43. — Non-official commissioners selected from among people of the 
locality may be associated xvith income-tax olficoi's. This steii will not only 
prevent frauds bxxt also satisfy public opinion. 

Q. 44. — Income-tax-free secxxidties shoxild altogether be discoxxraged. 

Q. 45. — I approve of the collection of tax by means of a stamp duty. 

Q. 46. — The uhole qxxcstion needs re-examination as was stated recently 
in the Assembly. 

Q. 47. — ^I iirefer assessment on the three j-ears’ average. 

Q. 48. — If ability to pay is to bo the test, I do not agree with the v’iews 
expressed in the first and second qxiotations. The articles chosen for 
purposes of taxation must be fii-st of all luxuries, and secondly, those on 
whom if taxes arc imposed xvill not prove a burden on the poorer classes 
of the population. Taxation of necessaries, especially xvhen such taxes xvill 
affect their value and decrease consumption, is not sound. The fact tliat 
the purpose of taxation is revenxxe shoxild not make xis shut our eyes to tho 
economic condition of the people affected by the taxes. 

As regards the quotation from Sir Josiah Stamp, I may be permitted to 
state that there is much that can bo said in favour of this view. It has been 
applied in the case of tax on drink -in this country. But if the purchasing 
poxver is low, largo increases in such taxes xvill only impoverish the consumer. 
The tax imposed should be so adjusted as to prove an effective chock on the 
consumption of the commodity considered doh-imental to efficiency. 

Q. 50. — ^I believe' sxich gradation is practicable. In fact, some distinction 
is made in regard to articles of luxury such as nianxxfactured and raxv 
tobacco. 

Q. 51. — ^As salt is a necessity of life of all classes and that ability to jiaj’ 
being test for taxation, salt tax shoxxld not be imposed. 

Q. 52. — I agree if the premises are conceded. 

Q. 53. — Such comparison as is sought to bo made is not fair. It shoxild 
be judged on tho comparative ixxcomc per head, especially of tho poorer 
classes. 

Q. 54. — I advocate the extension of the sale directly by Government. 

Q. 55.— Yes. 

Q. 56. — ^Protective duty can be imposed only xvhen Government under- 
takes the manufacture and .sale of salt. Then tho difficulty perhaps 
experienced in Bengal xx-hich depends mostly on impoi'tcd salt xvill not bo 
so much felt. 

Q. 58. — I prefer uniform weight. 

Q, 59. — ^Yes. I am in favour. 

Q. 60. — I cannot expre.ss any opinion on these methods. Bxxt certainly 
salt should bo available free of 'dxxty for agriculture tind industries. 

Q. 61. — ^Yes. I expect it in the near fxiture in tho xxdiolo Presidency. 

Q. 62. — ^I hax'e already sent a copy of the note on the subject sent to 
the Madras Excise Committee. Also another note sent by tho hladras Tem- 
perance League in the drafting of which I had nixich to do. 

1 am ill favour of the prixiciples niidcrlying all the proposals of Dr. Ma- 
thai and some of the iiroposals of the Bombay Excise Committee. 
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Q. 63. — I agree vritli all the staleinents except the last two. But as I 
have stated already, high taxes alone will impoverish the consumer unless 
his purchasing power is high. This is more so in the case of the poorer 
classes. The economic waste, apart from other considerations, involved in 
drink is so great that on that ground alone measures other than high license 
duties, etc., are necessary, if deliberate discouragement of alcohol is to he 
effectively done. 

While the view of Sir Josiah Stamp appears sound on paper, practical 
experience has shown that it is not really so. Drink hill forms such a large 
part of the earnings of the wage-earners that it has affected expenditure on 
primary-essentials and. has, I have no doubt, affected the efficiency of the 
workers. Experience in this Presidency shows that while the revenue de- 
rived from taxes on drink has increased, there has been no corresponding 
decrease in consumption. In the case of toddy, the numlier of trees tapped 
has increased, and this necessarily means increa.se in the consumption. 

Q. 64,. — As a measure of taxation, the policy followed in our province 
is all right. 

Q. 65. — ^It is not possible to say wliether duty per gallon in a particular 
area is high or low asi it depends on the demand. I do not think it is prac- 
ticable to reduce the variety and introduce a uniform rate. 

Q. 66. — I do not believe it is so. 

Q. 67. — The locally-made spirits should be taxed at the tariff rate. Free- 
dom of transport is not absolutely necessary. 

Q. 68. — strongly approve of this. 

Q. 69. — duty should be levied on the borders before it is passed on 
into the other province. 

Q. 70. — Sweet toddy is at present free from duty. Soi)araie licenses 
are issued for it. I think a tree-tax will do. 

Q._ 71. — For the reasons _ already stated in the case of country liquor, 
there is no harm in maintaining a variety of rates. 

Q. 72. — think so. 

Q. 73. — It is satisfactoiy. But there is the danger of a 'combine’ among 
licensees to bring down bids at the time of auction. 

Q. 74.' — ^If the restriction is confined to shops within a particular area, 
naturally the value of shops .that are alloAved to remain obtain monopoly. 
The policy must be to' locate shops far distant from one another on the 
outslrirts of towns or villages, preferably far away from places of habitation. 
Even then, to some extent, there will be monopoly. But that is inevitable on 
the road towards the goal of prohibition. ' 

Q. 87. — 1 advocate the substitution of following taxes in order to make 
up to some extent the loss in excise I'evenue: — 

(1) Banking transactions. 

(2) Betting (as long as it is not made penal). 

(3) Entertainments. 

(4) General taxes on turnover, etc. 

(5) Motor cars. 

(6) Luxuries. 

Of course, the list given in the annexure is not exl\.austiye. There are 
other taxes besides these that can be inumsed without burdening the poorer 
classes of the population. 

Q. 88. — ^Lawyers will be able to speak with authority on this qitestion. 
As a layman, I would suggest stamp duties on a graduated increased scale 
may be imposed on transactions relating to free distribution of property,^ in- 
heritance and commercial transactions. But I would exempt transactions 
below a particular sum. What this sum should be requires consideration as 
it will differ according' to the nature and purpose of the transactions. 

Q. 89. — Taxes on judicial proceedings, e-ther in the form 
of stamps or court-fees, should not exceed the cost of_ administration. Even 
the poorest, man should be able to obtain justice at miniimim cost. 

Q. 90. — I do not agree with the criticism. If we accept this state- 
ment, the State can levy no taxes as they will somehow or. other interfere 
■yith personal and social utility. 
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Q 91 , — Ti-aiisfor of sliaro'! should he doelarod -valid only on paymonl of 
stamp duties. 

Q, 92. — There arc many fees in -which you will find an plemontof taxation, 
e.g., court-fees, stamp duties, registration fees, i-ailways, irrigation, post 
and telegraphs, etc. 

Q. 93. — I am in favour of charging a higher .sum. But hero also some 
exemptions must bo provided. 

Q. 94. — I do not think there are any more. 

Q. 9.5.— J would ])load foi- the extension of the onlertaimnonls tax. The 
cost of collection in jiombay and Calcutta where this tax has been imposed, 
has not been high, 

Q. 96. — “Tax is a compulsory exaction by the State of a part of the 
wealth of individuals for public purpo.ses”. 

“Bent is that portion of the prodtico of the earth Avhich is ]iaid to the'^ 
landlord for the use of the original and indestructible powers of the soil”. 

Land revenue in India is a tax. The cpiestion has been discussed so 
often and so thoroughly that it is not neces-sary to stale why T consider land 
.revenue as a tax. It has even boon recognizod by Governmenl that revenue 
xlerived from land is land tax revenue. 

I do not think, that pcslthm^li can bo considered ns a tax. It partakes 
more the characteristics of rent. 

Q. 97. — Yes. Land tax nffects his budget considerably. lie will not 
ordinarily got remission or su.sponsion. I know of .some instancc.s in which 
though a case was made out for a .suspension, it was not granted. It rvns 
felt as a great hardship. 

, Q. 98. — I agree with all the criticisms. But as regards the last criticism, 
it is not wholly true a.s the revenue olficinls engaged in collection work 
attend to many important administrative duties. 

Q. 99.— It -will load to inocpialiiy. But .average of prjco.s for normal 
.years will minimise it to .some oxlent. As long as temporary settlements aro 
continued, tliis is unavoidahlo. 

Q. 300. — Bupcos 2.000 can ho coiisidorod as the hare minimum .suh.sist- 
eneo level. It will be easy to a-certain the agi'iculturists’ gross income, lint 
the expenses of production cannot bo properly estimated as agriculturists 
rarely keep accounts for oxi)onsos inenrrod. >lorcovor. if taxes are to ho 
levied on the gross income, the ignorant ryot will he at the mercy of the 
roveniro officials, who avill naturall.y ho the persons that will estimate hi.s 
income. After all, such an estimate will ho guess work and cannot he relied 
upon for the purposo of taxation. 

Exemption of this kind proposed may result in further fiactionisntion. 

3 am not sure that will always ho the result. ■ 

Q. 101. — I think that may bo considered ns one method for discouraging 
fractiouisation. 

A law .should ho xmssod prohibiting fractiouisation he,voud the economic 
holdings. I understand that the Bombay Government lu-opose to introduce 
a moasuro to iirovont fractiouisation. That may ho of intoro.st ns Bombay 
has paid great attentjon to this subject for the past jnan.v ,vear.s, 

Q. 102. — If pormanent occinmncy rights arc granted to tenant.s who 
cultivate waste land brought under an irrigation scheme, I am not against 
oven Stnte-ownorsliip of such land. 

Q. 303. — I advocate the abandonment of taxation of lands within 
municipal limits in favour of local authorities. 

Q. 104. — (a) Land revontio is paid bs' agriculturists, and so to divide it 
by tbo total population to arrive at its incidence is not correct. 

(h) To divide land revonuo bj' occupied area is to ignore the fact that 
all occupied area is not cultivated. Even if the cultivated area is taken 
into account, we will got only iucidenco per aero. ' 

(c) Comparison of assessment on soil units will only give an_ idea of 
the land revenue paid on different classes of soil in different -provinces and 
will not give the incidence. 

(d) Percentage borne -by the assessment to rents or annual value is not 
always the safe guide for various factors affect rents and the annual value. 
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(e) The relation between the land revonne and the gross or net income 
cannot give the real incidence. It gives only the proijortiou paid out of 
the income which may in general show how large or small is the part of the 
income is land revenue. Moreover, various other factors enter into the 
question. 

I prefer to divide the land revenue by the number of people actually 
engaged in agriculture. That will give the incidence and enable us to com- 
pare rates. At the same time, I must not be understood to mean that I do 
not value the different methods suggested. While for purposes of compara- 
tive real incidence they may not be conclusive, they have a real value for 
the purpose of Imowing what the nature and effect of land revenue is in 
different provinces. 

Q. 106. — agree in general. 

Q. 107 . — I would prefer to transfer more taxes contained in Schedule I 
to Schedule II, e.g. — 

‘Levy of no tax should be made imperative. That will be an interference 
with the' discretion of local authorities. 

Q. 108. — I cannot say anything about octroi or terminal tax as we have 
no such taxes in this Presidency. I think the other taxes are satisfactory. 

Q. 109. — ^I cannot say. 

Q. 111. — ^Tolls may he continued. The minimum distance between one 
toll gate and another need not be less than 15 miles. It may also depend 
on the jurisdictioif of various local bodies, 

Q,. 112. — ^In whole from the owner. The burden is shifted on to the 
occupier often much more than the burden imposed on the owner. 

Q. 113. — ^There shall be limitation as in the case of betterment tax. Let 
it be a percentage of the valuation. If the value increases, increased amount 
is collected. As regards land cess, the present limit is all right as the agri- 
culturists have to pay raanj' other cesses besides. 

I do think the limitation necessitates recourse to other forms of taxation. 
But the burden in the case of taxes like the profession tax is shifted on to 
those who may not be now paying any taxes. Educational cess is an addi- 
tional burden on the agriculturists, 

Q. 114. — The limit should be raised so that the occupiers of houses with 
scanty means may be exempt from house tax. 

Q. 115. — ^Land within municipal limits may be taxed just as agricultural 
land, the local authority getting a portion of the increased value, which 
j will also generally be due to improvements effected 65 ' the local authority. 
Improvements made by the owner may be left out of consideration. But 
I realize how difficult it is to find out the causes for increased value. Even 
if it so happens that the tax imposed may be affected by the improvements 
made by the owner, I do not 'think that will prevent development of land 
for housing purposes, as demand for houses is usually growing especially 
in urban areas. For some years in the beginning, newly developed lands for 
liousing purposes may be exempted from the land tax. This is for the pur- 
pose of encouraging house-building. 

Q. 116. — ^I have no actual 'experience of any of those taxes. 

Q. 117. — Grants-in-aid should he earmarked for particular services 
which in the interests of the community should be maintained. The basis_ on 
which grants are given must naturally vary with importance of the services 
and the amount that a local authority can be reasonably expected to raise 
for those services. 

Q. 118 . — 1 believe so. 

Q. 119. — ^Taxes on business profits, capital stock of corporations, hotels, 
mines and transactions on capital and exchange wherever possible may he 
tried. 

Q. 120. — ^I am inclined to agree with the proposals in (iv) except in tlm 
case of universal inhabited house duty. I am not in favour of this as it 
will violate the principle of ability to pay. 

(i) Universal income-tax embracing every income does not take into 
consideration tlie ability to pay and also the sxibsistence level. So I am 
not in favour of it. 

VII— U 
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(ii) Tobacco monopoly is a snggcsjiion I approve. Also tax on motor 
cars and race horses. Marriage is considered a sacrament and not a cen- 
tract, and so registration fee on marriages is opposed to religious senti- 
ments of the people, especially of the Hindus. Tax on betel and areca-nuts 
will be a tax on necessaries as the habit of chewing is universal. The diffi- 
culty of assessing it will be great. 

(iii) Tax on dowries cannot he relied upon as there is now a strong 
feeling against dowries, and I believe in the course of a few years dowi-y- 
system will become unknown. Moreover, it will lead to evasion, for, instead 
of amount dowry will take the form of jewels given as presents to the bride 
bj' the bride’s parents. 

(v) Export duty on jute and hides and .skins are fruitful sources of 
taxation. Marriage duty is highly objectionable for the reasons already 
stated. 

(vi) This suggestion is a very novel one. The difficulties of enforcing 
. it will be many. Evas’on is quite possible. Moreover, it will act as a check 

on internal trade. 

Q. 121. — "Vniilo T cannot say that the revenue derived from a duty on 
tobacco will be large, T generallj’ agree with the statement made. 

Q. 123. — Export duty on tobacco (raw and manufactured) and license fees 
for the manufacture and sale of tobacco for internal consumption will bu 
the best means of levying a tax on tobacco. 

Q. 124. — It is difficult to restrict area of cultivation. So I do not ad- 
vocate that. 

Q. 125. — am not in favour of acreage duty. 

Q. 129. — If my proposal is accepted, tobacco used for domestic consump. 
tion will be left out of account in levying a lax. 

Q. 132. — The rates may bo a little less than the import duties. But 
cigars and cigarettes may be taxed at the rates of import duties, 

Q. 133. — ^I prefer specific duties. 

Qs. 134 and 135. — It is mo.stly due to habits. It cannot be duo to duties. 
The import duties must be raised still further retaining the excise duties 
at the present rates of import diiiies. 

Q. 136. — I prefer either (b) or (c). 

Q. 137.— Yes. 

Q. 138. — ^I think a judicious combination of all the three methods is pos- 
t-ible. Prof. Rignano’s suggestion that the rate of the duty should increase 
with the number of times the property changes hands may also be considered. 

Q. 139. — (1) I do not agree to this view. The rates .should change as 
the property changes hands and also on a graduated scale according to the ‘ 
value of the property and the degree of consanguinity. 

(2) It all depends on what is meant by economic community. Inheri- 
tance of estates or property of certain value should be exempt from taxation. 

(3) I support this view. 

Q. 140. — ^It is difficult to say which is more appropriate to India. The 
conditions here are not the same as elsewhere. I think the rates should be 
worked out with reference to these conditions and also according to the 
principles accepted. 

Q. 141. — (a) In a joint family on the birth of a male child, the child 
becomes entitled to a share in the property. If the child dies even in a few 
days, his share will have to be taxed. This is not fair. 

(b) To tax the whole property on the decease of each managing member 
means that the property may in certain cases be taxed not even once in 
a generation, kloreover, it is not proi^er to tax the whole property on the 
death of the managing member. 

(c) To make an annual or periodical levy would mean taxing property 
and not imposing duties on inheritance or succession. 

I would prefer to tax the share of the proi^erty of the deceased in the 
case of all adult persons, i.e., persons who die after attaining the age of 
majority under the law. 

Q. 142. — 1 agree. 

Q. 143, — ^I wholly support the plea put forward. 
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Q. 144. — It is true it is difficult to enforce in the case of movable propertjr. 
But vlien an application for succession certificate is madej the valuation ot 
both movable and immovable propertj' will liave to be produced. There is 
nothing to xirevont the apxilicant from uiideresti mating or understating the 
value of the movable propert 5 -. Y/hat I would suggest as a corrective is, 
to take into account the income of the deceased, if he is a divided member 
of the x>ortion of the income, the deceased was entitled to in the case of the' 
joint family and assess a percentage on that. This should be in addition to 
the tax on the proportj' shown in the statement at the time when the succes- 
sors to property apply for succession certificate. I admit the method sug- 
gested by mo is arbitrary. But that seems to be the only method. 

145. — The Central Board of Revenue is the most appropriate agency. 
The income-tax department in each province may be entrusted with collec- 
tion on behalf of the Central Board. 

Q. 146. — ^In the case of the joint family, Rs. 5,000 may be the exemption 
limit, and in the case of a divided member of the joint family Rs. 2 000 
maj^ be the exemption limit. ^ 

Q. 147. — I would prefer a combination of (2), (3), (4) and (6), 

Q. 148. — The sources of revenue of the provinces are much more fluc- 
tuating and inelastic. I do not think the danger pointed out will ordinarily 
occur. The export trade depends on the iirosperity of agriculture. If there 
is failure of crops, the land revenue also suffers. 

Q. 149. — The separation of sources is not equitable, e.g., Bombay and 
Bengal. 

Q. 150. — believe so. But in the case of provinces which were before the 
now arrangemonts dopendiug largely for their revenues on income-tax, I 
would like to suggest the adoption of jjlau (5) given in Q. 147 and suggest 
a portion of the income-tax should bo made ovmr to the Local Gov'ernments. 
While the case of these provinces is unanswerable, I would like that the 
Devolution Rules should be amended to enable the Local Governments to 
get a share of the income-tax. The present rules are not equitable and 
just. 

Q. 151. — ^Land revenue should continue to be a source of provincial 
revenue. 

Q. 152. — I accept the reasoning. 

Q. 153. — ^The export duties- should be so fixed as to permit the parti- 
cular province to levy an additional duty the proceeds of which should form 
liart of the provincial revenues. 

Q. 154. — The present system is aU right in regard to excise. But the 
Local Gov'ernments should be empowered to levy an additional duty on 
foreign liquors, and the right to fix the price of opium for internal consump- 
tion should bo made over to the Local Governments. 

Q. 155. — ^Tobacco should be a subject for provincial taxation. 

Q. 156. — accei^t the reasoning. Div^’ision of proceeds is practicable. 
Before the Reforms, the Provincial Governments were attending to income- 
tax work and were receiving a portion of the rev'enue from that source. 
The same principle may be ax^plied in the division of jn-oceeds from income-tax 
and succession duties. 

Q. 157. — I do not think so. Stamp duties on transactions are paid in 
places, I believe, where the transactions take place. No need to draw any 
distinction between judicial and non-judicial stamps. 

Q. 158. — I am not aware of any other taxes. 

Q. 160. — agree. 

Q. 161.— -I think it is fairly satisfactory. There is no need to impose any 
limit. 

Q. 162. — ^Properties and transactions relating to any body should be 
taxed. No need to provide any exemptions. 

Q. 163.— I advmcate State enterprise. 

Q. 164.— I cannot say anything about pawn shops. Certainly, life in- 
surance may be monoj^olised. 

Q. 165. — I do not approve of monopoly in the_ case of any other article 
except salt, opium and heinji drugs. 
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Q. 166. — do recommend. 

Q. 167 . — I think so. 

Q. 168. — TIio land revenue staff need not be entrusted 'vvith other taxa- 
tion functions. I believe the staff is excessive especially in the higher 
grades of service. 

Q. 169. — ^Breaking up naturally results in increased e.xpendituro, at 
any rate proportionatolj' larger exi>enditure. All the taxes noiv collected 
b 3 ' the Central Govei-nment jnay bo administered hj’ the Central Board of 
Revenue and one establishment can bo made to look after the collection 
of these taxes. 

Q. 170. — I have already suggested succession duties maj* be administered 
by the Central Board. 

Q. 171 . — 1 am inclined to think that there is much to bo said in favour 
of the view expressed by Mr. Adams. I canJiot say at present if the need 
for the course suggested exists. Ans'hmv it is better to provide ourselves 
against such a contingency. 


Mr. Snryanarayaiia Rao gave oral evidence as follows : — 

The VreRhlciit. Q. — Do you represent the Servants of India Society? 

A. — I do not reprcsctiL the Servants of India Societj*. I am a mem- 
ber of the Society, but I am voicing nij- individual opinion. 

Dr. Tlychr. Q. — On vhat principles are the water-rates for irriga- 
tion in this Presidency fixed? Have j'ou any acquaintance with the sj'stcm 
in Madras ? 

A. — They are fixed on the ha.sis of tho source of snpplj\_ If it is 
perennial suppl.v it i.s clas.scd as class (1); if it is a supply* lor eight months 
and more it will be classed as class (2); for more than five months and 
less than eight months class (.3) ; for three months and more but loss than 
five months class (1) and tho rest as class (5). That is what I find in 
the settlement reports. 

Q. — ^You say in speaking of the poll tax that Indian sentiment is 
opposed to this tax. Could you give anj’ authorities from ancient hooks? 

A. — I have none. 

Q. — ^You .approve of tho salt tax? 

A. — It is less objection.ablo th.an the other taxes. 

Sir Percy Thoinj^son. Q. — Is tho present graduation of income-tax 

satisfactory ? 

A. — I think so. 

Q. — ^You say tho kind of thing adopted in England would be useful? 

A. — have read about tho new income-tax in England. A single 
man is given a certain allowance before the income is taxed, and in tho . 
case of a married man, there is a higher allowance. 

Q. — Could that distinction bo applied to India? Do j’ou know any 
single man who paj’s income-tax? 

A. — There may be a few. 

Q. — ^Is not the number vciy sjnall? 

A. — It is true. . 

Q. — -For the sake of quite a handful, is it necessary to make a distinc- 
tion? 

A. — I would like to make the distinction in tho case of families. 

_ Q. — ^In view of the fact that tho number of single men is vorj’ small, 
is it necessary to make anj- differentiation? 

■ A. — ^Tho differentiation may bo made but it may not como to effect.* 

Q. — I doubt if it is ultimately worth making. 

A. — But that is my view. 

advocate difforontialion in favour of earned incomes? 

A.— Yes. 



109 


Q. — (Jncler the existing law is not most unearned income, that is, reiit 
from land, exempted from income-tax altogether? 

A. — have later on said that agricultural income should be taxed. 
People who earn in offices and firms have the limit of Es. 2,000. Owing 
to the cost of living being high now, they rather find it difficult to pay 
on E5. 2,000. Therefore, I suggest lowering the rate of tax in such cases 
and keeping the present rate in the case of others. 

Q. — The vast bulk of unearned income is not taxed at all. 

A. — I would 'like all the uneai-ncd income to be taxed. In Italy it 
appears the' salaries of Government servants are taxed less than the income 
of other people. 

Q. — Their tax is the same as othei'S. 

A. — 1 read it in ‘Public Finance’ by Ilobinsou. 

Q. — ^When you talk about Italy I think you mean the tax on total 
income? 

A.— Yes. 

Q. — Are you in favour of allowances for children? 

A. — I would like on an average that five persons should be taken for a 
family. When n-e give family allovanee we may take it that a family in- 
presents five persons. 

Q. — ^Are you going to .standardise the number of imople? 

A. — For ijurposes of calculations you should have some figure. 

Q. — If the family consists of ten })ersons, would you double the rate? 

A. — Yes, if it is brought to the notice of the Income-tax Commissioner. 
The minimum should be five in India because in India we have the Hindu 
joint family. For the sake of tax I do not think families would increase. 

Q. — ^In Q. 36 you say inquisitorial proceedings are inevitable. 

A. — ^Thoy are inevitable if_ they want allowance. If they make an 
application and claim that their family consists of so many jjersons, tho 
State in order to give tho allowance must carry out inquisitorial proceed- 
ings. 

Q. — ^In England it is a simple thing. Supposing a man 'says that ho 
has got twenty children the assessor has only_ to go and see the register of 
births and deaths which is absolutely conclusive. But here he would have 
to make enquiries. 

A. — Even here perhaps they can refer to the vital statistics. 

Dr. Paranjpye, Q. — They are very imperfect. 

A. — I do not mind inquisitorial pi-oceedings if they want the benefit.'’ 
Otherwise they would forego it. 

Q. — ^Are agricultural incomes fairly taxed? 

A. — The feeling is that owing to the different rates in the different 
provinces and owing to other factors in fixing the land revenue, land is 
taxed more than other incomes. But I do not wholly approve of that 
feeling. But surely if agricultural incomes are to be taxed the permanently- 
settled estates ought also to be taxed. 

Q. — They pay land revenue. 

A. — They pay peshkash. They don’t pay land revenue. Their assess- 
ment is not revised once in thirtj’- 3 'ears. 

Q. — ^Don’t 3 ’ou think that land i-evenue is part of the cost of the busi- 
ness rather than a tax? When j'ou buj' land, you pay such a price as 
would be justified by the net income you would receive from the land. 
You would take into account the land revenue that you will have to pay 
and deduct the same from the income. So that it is not a regular tax 
that you are paying. A tax would be on the net income you derive. 

A. — I do not think so in this province. In arriving at the net income, 
expenses of ■ cultivation and other factors come into consideration. There 
is alreadj' a groat deal of feeling that sufficient amount is not allowed 
Cor other things. 

Q. — Suppo.sG A is buying land and B is buying a factory. 
Each is prepared to spend Rs. 20,000. Each one would expect to make a net 
profit of Eb. 1,000. A will buy land which would bring him a not Es. 1,000. 



I'liat would mean the ainouiifc lliat would bo loft to him after the cost of 
cultivation and the hind rovcnuo has boon paid. On the other hand, B 
who buys the factory would similarly lake into aceounf the cost of run- 
ning the factorj', tlic wages of the labourers, the cost of raw materials, tho 
cost of production, and then if he finds that he can mahe Rs. 1,000, then 
he would 1)0 prepared to pay Rs. 20,000. In that way these two people 
are on a par. It one invests Rs. 20,000 on factory and another invests tlio 
same amount on land, both would get thousand rupees from the inve.st- 
meut. In what way are these tivo different.? After all, everybody kuo.vs 
the amount of revenue that will liavo to bo psiid and the amount that will 
finally remain in the pocket. Arc not these two identical? 

A.— Yes. 

Q. — In that case you charge income-tax for one and not tho other?< 

A. — That is why ] suggest agricultural incomes might bo taxed. 

Q. — It is said that tho fust is already pajing land revenue. 

A. — That is the feeling; but I don’t agree to it. 

The rreshhni. Q. — "With regard to Q. 50 if Govei'ninent have a com- 
plete monopoly then you would advocate a iirotectivo duty? 

A.— Yes. 

Q. — ^IVhj^ do you suggest only in the case of Government undertaking 
the monopoly ? 

A. — Unless it is paying they maj’ not contiiiue to manufacture. 

Q. — ^You think Government undertakings of that sort are satis- 
factory ? 

A. — 1 believe, Sir, that State undertakings are for the good of tho 
country. 

Q. — You would accept prohibition as tho goal iji the near fjituro in tho 
whole Presidency ? 

A. — In tho near future, but, I think, I ought to have said ‘gradual 
prohibition’ only. Wo do not want immediato pfohibitipn to-morrow. 

J)r. raranjpyc. Q. — You mean it is a pious -aspiration ? 

A.-yNot that, wo would like to reacli it within a number of yoai-s. 
There is tho economic consideration first. 

The President. Q. — You have had experience of labour unions, is there 
more absenteeism on IMonday mornings? 

A.— Yes. 

Q. — Have j-ou got any statistics? 

A. — No, but I have seen in tho famine areas and other places Avhoro 
the workers have been doing work, at the end of tho week all the monoj*, 
at least most of it, used to go to tho toddy shop. In fact, I made a 
representation to sliift the toddy shops that wore within five miles of 
the camp, and that was not done with tho result that all the money was 
going to the toddy shop. There was also a resolution on this question 
before the Council but it did not come up in tho ballot and .so it was not 
discussed. 

Q. — Do you think these people even sacrifice their necessary food in 
order to get tari? 

A.— Yes. 

Q. — Then, you think, by passing a decree you can cure them of this 
habit P 

A.— I think so. There are so many things that the State can do 
for putting a stop to this evil. 

Q. — How are you going to stop it? 

A.— When you remove tho temptation from them, there will bo nothing 
to tempt them. 

Q. — ^Does not temptation exist as long as the tnri trees exist? 

A.*— At any rate, they will find more difficult to get up the iari tree 
and tap it themselves and drink. 

Q. — AVho is going to slop It? 

A. — ^Public opinion xwould stop it. 
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Q. — Has it clone so in America? 

A. — Tiiere ai'c so ]nany stories about American prohibition that I can- 
not speak Tpith any authority. I liavc read a number of books and leaflets 
that say it has been a very great success, but there are some others Trho 
"cay that it is an absolute failure. 

Q. — ^It depends on mhat.you call a success. 

A. — It depends upon the persons who visit and report also. It has been 
known that there is less absenteeism on Monday and also there are raore 
savings in the banks, etc. 

Q. — ^Is there any absenteeism on Monday morning? 

A, — Absenteeism alone need not be taken into consideration. 

Q. — ^But that is one of the aspects which has been suggested in 
America. . 

A. — ^That evil may not exist, but T cannot commit myself to any opinion 
in that matter unless I have statistics, but there are other things which 
are sufficiontly grave for the Government to take action in this matter. 

Q. — ^What are they? 

A. — ^As I said the iioor earnings of the bread-winner of the family 
go to the toddy shop ancl so other members of the family suffer. 

Q. — Do 5 ’ou proj^ose to stop the money being spent on drinking as the 
result of your scheme? 

• A. — ^To some extent it will be stopped. Then drink will not be available 
so easily as at present. 

Q. — On the other hand, our information is that in the provinces where 
there are no shops it is much more easily available. 

_A. — I have also heard that. But the official estimates and the non- 
official estimates always differ. 

Q. — We had a non-official witness in the Punjab who said that he had 
come across 50 stills in one jungle. 

A.— May bo. ^Vhen we want to put down an evil of long standing, 
such illicit distillation is sure to crop up, but it ought to be stopped. It 
may also be due to the want of supervision by the ahhari department. 

Q. — Would j’ou then allow it to be put down by an army of officials? 

A.' — 1 think if more officials are necessary, we should be prepared for 
it. . 

Q. — ^You s.ay experience in this Presidency .shows that while the revenue 
derived from the tax on drink has increased, theie has been no correspond- 
ing decrease in consumption. Are you making this statement from the offi- 
cial reports or from the non-official reports? 

A. — Only from the official statistics. 

Q. — ^But official statistics show that there has been a decrease. 

A. — say corresponding decrease with reference to the increase’ of 
revenue. * 

Q. — ^Ti^ould 3 'ou mind explaining to us what is meant by “correspond- 
ing decrease”? 

A . — T mean the percentage increase of revenue is higher than the per- 
centage decrease of consumption. Therefore, T do not think doubling the 
taxation is the" onlj' wa 3 ^ 

. Q. — ^TV^ould jmu hold in a matter of this kind that the decrease in con- 
sumption should bear the exact i>roportion to the increase in revenue? 

A. — At least as nearly as possible. 

Q. — ^Would you apiih' this theory to any other tax? 

A.-^I do not know that. The policy is said to be the maximum revenue 
and minimum consumption. We point out that the former has been 
achieved, but the latter has not been achieved even according to the 
statistics. 

Q. — Is not the point whore you get uncontrollable illicit distillation a 
limiting factor? 

A. — ^Yes, of course. 
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Q. — ^Tf you neglect tin's point, it is quite easj- to extinguish licit con- 
sumption altogether. I would ijoint out there are provinces where there 
has been a reduction of more than 50 per cent, in licit con- 
sumption as the result of increasing the revenue and reduction of shops. 

A. — have no experience of those provinces. So I cannot endorse this 
view. 

Q. — You say, “Sweet toddy is at present free from duty. Separate 
licenses are issued for it. I think a tree-tax will do”. 

A. — “Separate licenses are issued” is wrong, it should be “no licenses 
are issued”. 

Q. — ^What do jmu mean h3' that? 

A. — ^A tree-tax can be levied. If it is a source of revenue I do not 
mind taxing it. If it is proposed to tap other sources of revenue instead 
of levying a tree-tax a small tax might be levied on the quantity of toddy 
used for industrial purposes. 

Q. — ^That means it will indirectly affect the trade in sugar made out 
of far! now. 

A. — ^It may he. 

Q. — You suggest a tax on hanking transactions as one of the sub- 
stitute taxes to make up to some extent the loss in excise I’evenuo. Do 
you mean to say that it is not desirable to encourage people of India to use 
banks instead of hoarding their money? 

A. — I think the tendencj' to invest money in banks has grown tolerably 
well and nothing will prevent the banking transactions going on as usual. 

Q. — What would be the amount, one per cent? 

A. — I think it may be half a per cent on every transaction, 

2 ?j\ Paranjinjc. Q. — You mean to say on every cheque also? 

A. — I think we are alreadj' pajung on cheques. 

Q. — Do you mean every time j’ou draw a luindred-rupees cheque you 
will have to pay eight annas? 

A. — It may be. If not, thej' will have to send their money by money- 
order; in that case too the State gets some money. 

The Presideni. Q. — You saj' you would advocate also a tax on entertain- 
ments; have 3'ou made anj' estimate of the 3'ield? 

A. — I have not made an3’ estimate. I have lieard that in Bengal the 
amusement tax has 3uelded Es. 21 lakhs. 

Pr. Hydcr. Q. — ^What entertainments would you tax? 

A. — ^I^Hierever admission is b3’ tickets for which money is diarged. 

Q. — That means people who live in the town will pay and other people 
who indulge in singing parties and in villages would not pay. 

A.— Yes. 

Q. — ^Will it not amount to taxing one class of people? 

A. — It might be taxing one class of people, but it will be only taxing 
the people who are in a imsition to pa3"; whereas the people who get free 
entertainments, natiirally, have other obligations under which the3' 3vill 
have to pay. 

Q. — Have you studied the general natui-e of these taxes? 

A. — ^No, except what is given in the annexure to your questionnaire, 
T have no idea. But I had a talk with some merchants and learnt what 
their feelings are and found that almost all of them are in favour of them. 
But they will not come out and say it. 

Q. — Can you tell us if 5mu have any- other tax to propose? 

A. — ^I have alread3' sent in a memorandum to 3'oui- Committee where 
I have proposed different taxes. 

, Q- ^^Ve have been through the Temperance Association Memorandum, 
do 3'ou agree with it? 

A. — ^IVIy suggestion is almost the .same, 
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Q, — am afraid accordiiie: to j’our suggestion it will be difficult to make 
up the excise rereniie from tlie taxes 'vrliicli 5 mu have proposed. 

A. — Yes, that is irliy I say gradual prolubitiouj as revenue considera- 
tions matter very much in this country. 

Dr. Paranjpye, Q. — ^You say land revenue in India is a tax; but in 
temporarily-settled areas it is a tax, and in permanently-settled areas it is 
a rent. 

A. — Yes. Wliat I mean is the relationship existing betv'een the land- 
lord or the zaniindar and the tenant has been settled, but there also the 
Government is in an unfortunate position. T do not knoTv ivhether thej' 
have power to evict the tenant, 1 do not think the Government is in a 
2 msiiion to evict the tenant whenever it wants. 

Dr'. Dyder. Q. — ^Yonr view is that land revenue is a tax? 

A.— Yes. 

Q. — ^Let us follow this line of argument, Init it is a tax on what? 

A. — ^It is a tax on the net income. 

Q. — ^You being a logical man, yoii will apply all the principles of taxa- 
tion to this not income, that is to saj', you would have a graduation. You 
woiild apply the principle of graduation, also the principle of differentiation, 
that is to say, earned and unearned. I now come to this line of reasoning 
from another point of view. You are aware that in England and other 
countries, land is private property. 

A.— Yes. 

Q. — ^You arc also aware that peojile in England and other countries 
advocate a tax on all the increments in value which are not resulting either 
from the individual effort or from the sinking of capital. 

A. — ^In fact, T have stated in one place that I would like the incro- 
’ ‘ ments in value to bo taxed. 

Q. — ^It really comes to this, that the State can appropriate all that nan 
he attributed to the land as such, after^ making an allowance for the indi- 
vidual effort phis the investment of capital on it. 

A. — ^Not all, hut only a portion of it. Just as in income-tax it is only 
a portion of the income that the State can take. 

Q. — I accept that, hut what difference is there loft between the land 
revenue regarded as rent and land revenue regarded as a tax. Is there 
any material difference? 

A. — There is no material difference except that there has been un- 
necessary academic discussion whether land revenue is a tax or rent. If it is 
considered as a tax, it must bear relation to the net income as income-tax 
bears to the income. 

Q. — Coming to the other line of argummit, in your opinion, the State 
would be justified in appropriating a portion of this unearned increment. 
Then it strikes mo we are only fighting with words and there is not much 
material left for this warfare of works in India for the last fifty years. 

A. — ^I think so. I am rather inclined to concur with you in this. After 
reading the litoi’ature on these questions, I have come to the conclusion 
that the State should get something, biit whether land xevenne is a rent 
or a tax, I think it is more an academic discussion, which does not serve 
any useful purpose. 

The President. Q. — ^You say “a tax on betel and areca-nuts will be a tax 
on necessaries as the habit of chewing is universal, and the difficulty of 
assessing it will be great”. Would you ap^dy that principle to other 
things like ganja, etc.? 

^ A. — No. The chewing habit has become a necessity in India and also 

it is considered good by Indian doctors. 

Q. — Is not tobacco a necessity for those who are addicted to smoking? 

A. — I think tobacco cliewing and tobacco smoking also has become a 
habit with Indians. Especially tobacco chewing is a great necessity. I have 
also suggested the difficulty of _asse.ssing it more than anything else. It has 
unfoi-tunately become a necessity of life with the poorer class of people. 

Q. — ^Does not chewing hotel, etc., lead to uneconomic expenditure? 

A. — 1 think so, but doctors say that it aids digestion, 
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Dr. Poranjpye. Q. — ^As regards your answer on death duties, I think 
you prefer Prof. Rignano’s suggestion that the rate of the duty should ' 
increase with the number of times the property changes hands. Do you 
like that suggestion? 

A. — It may increase, it may be, in three or four generations. 

Q. — think his jiroposal is three generations. 

A. — I do not agree exactly with that. 

Q. — How many generations you would like? 

A. — I think it can go up to five or six generations. 

Q. — ^\Vith regard to your answer to Q. 138, you say, “That the rates 
.should change as the property changes hands and also on a graduated 
scale according to the value of the property and the degree of consan- 
guinity”. It does not mean that there should be anj' progressive taxation 
in the case of death duties. The change of rates from year to year 
means that you have not a uniform rate of taxation for all estates? - 

A. — I did not think of it from that point of view. 

Q. — Have you considered to any extent the question of the joint 
family? You .say quite rightly: “On the birth of a male child, the child 
becomes entitled to a share in tlje property. If the child dies even in a 
few daj’s, his share will have to be taxed. This is not fair”. It woi\Jd 
be difficult at any rate to say whether it is fair or not, but how are you 
going to tax? 

A. — I have suggested in my answer (c) that “I would prefer to tax 
the share of the property of the deceased in the case of all adult persons, 
i.e., persons who die after attaining the age of majority under the law”. 

Q. — I would put to you that according to your scheme you would treat 
the Hindu community much more favourably than any other community. 

I give you an illustration. Supposing there is a Christian A who has a 
son B and Hindu C who has a son D and both have exactly the same pro- 
perty. When Christian A dies, his son B will inherit the whole property, 
and consequently he will have to pay the duty on the whole estate. On 
che other hand, when the Hindu C dies his son D inherits half, as he was 
already entitled to the other half immediately he was born. Thus yo;i 
will see when C dies his only son D inherits only half the property. 

A.— Why? 

Q. — Because he could have claimed partition during the lifetime of the 
faiher. Yoit should therefore modify your statement So in this case the 
property that passes on the death of the Hindu member will be treated 
more favourably. 

A. — It may bo. I did not anticipate this. 

Q._ — Y’’ou would like to charge as would bo done in the case of a 
Cliri.stian ? 

A. — ^Yes. 

Q. — Then there is also the case of partition. In the case of a Christian, 
the son cannot claim partition during the lifetime of the father. The whole 
estate is supposed to have belonged to the father unless he makes a gift 
to the son; on the other hand, in the case of a Hindu in your Presidency 
and in Bombay^ the son can claim partition at any time, and therefore 
if death duties are charged, in order to escape at least a portion of these 
death duties there will be a tendency to claim partition during the life- 
time of the father. 

A. — I have suggested in another note that you could also have parti- 
tion duties along with it for partitions made within a certain number of 
years. 
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26tli AprH 1926. 

UTAUBAS. 

Present: 

Sir Charles Todhekter, k.o.s.i., i.c.s., President. 

Sir BiJAY Chand Mahtab, g.c.i.e., k.o.s.i., i.o.m., Maliarajadliiraj 
Bahadur of Burdwan. 

Sir Percy Thompson, k.b.e., c.b. 

Dr. R. P. Paranjpye. 

' Dr. L. K. Hyder, m.l.a 


M.H.E.y. Rao Bahadur P. T. SEISTIVASACHABIAa, B.A., B.li., 
Special Officer, Public Works (Irrigation) Department, Chepauk, 

Madras, was examined. 


Written mem,orandum of Mr. Srinivasachariar. 

(Fote. — The liows set out in this inemoiandum aie my personal views.) 

The Taxation Committee, it is understood, have not so far found that the 
Government of any province have a defined policy on the subject of ■water- 
rates. The Committee evidently desire to lay down a dehnite policy if 
possible. 

The conditions of provinces are so diverse' that it would seem to be difficult 
to 'arrive at a general policy adaptable to the conditions of each province 
regarding the levy of water-rate : e.g., as will be explained later, neither 
the system of modules in force in the Punjab nor that of leasing obtaining in 
Bihar and Orissa would be suitable to this Presidency. And again the con- 
cessions found necessary in the Central Provinces, which are a backward 
tract, are hardly needed in Madras, where people except in parts of the 
Agency are fairly advanced' and are sufficiently alive to the benefits of irri- 
gation. In my humble opinion, each province will have to evolve a policy 
of its own suitable to its peculiar local conditions. 

2. In this province about 70 per cent of irrigation revenue is from land 
which is classed as wet in the revenue accounts and on which the charge for 
water is consolidated with the land assessment. The consolidated wet assess- 
ment is fixed on a consideration of the quality of the soil, the nature of the 
ivater-supply, the situation of the field with reference to its source of irri- 
gation and certain other factors, but has no specific relation to the value 
of water. Government lands registered as dry are in certain localities charged 
water-rate at an amount equal to the difference between the diy assessment 
on the laud and the corresponding wet assessment, or a fraction thereof ac- 
cording to the nature of the crop. This method of charging for water is 
known as the differential water-rate system. Government lands (registered 
as dry) in tracts, other than those where the differential water-rate system 
is in force, and proprietary lands are charged fixed water-rates. There is 
a general scale of fixed water-rates, but special rates have been prescribed 
for certain special irrigation works. The various scales are given in the 
answers furnished b 3 ' this Government to the questionnaire issued by the 
Committee. ^ 

At 'one time it was thought that the fixed rate .should take into account 
not only of the supply capacity of the source, but also of the productive 
value of the soil to which the water was applied. Such a system would • 
savour somewhat of the differential water-rate system. The latest view, 
however, is in favour of a simple scale which should eliminate all indefinite 
factors, such as the nature of soils and the effect of water upon them, and 
take account only of the more definite factors, viz., the area irrigated, the 



116 


ciuantitj' of ^vater siipplied cletcrmined with rofei'oiicc to the nature of the 
ci-op—M^t or dry — and the period of supply. A proposal to replace the exist- 
ing differential as well as fixed water-rate systems by a system of- the kind 
referred to above is under the consideration of the Government and await- 
ing the passing of the Irrigation Bill into law. 

3. It seems hardly necessary here to enter into an elaborate discussion 
of the comparative merits and demerits of the two systems— differential 
water-rate and fixed water-rate. Each has had among its advocates some 
of the ablest revenue officers of this province. The latest view, however, is 
that the' differential water-rate system is very complex and inelastic and 
' should be replaced by a simple system of fixed water-rate. It is considered 
complex, because of the meticulous and elaborate calculations which have 
to be made before arriving at the actual charge to he levied on a given piece 
of land. It is considered inelastic, because the charge is limited to a maxi- 
mum of the difference between the dry rate of assessment and the corre- 
sponding wet rate. The rates of land revenue assessment on which the charge 
is dependent are themselves subject to a number of limitations. In theory 
Government are entitled to the value of half the net produce, but in 
practice the assessment represents only a fraction of this amount. Further, 
in connection with the Land Revenue Settlement Bill, Government have 
made a declaration that where rates of assessment are revised solely with 
reference to the increase in prices, the existing rates shall not be enhanced 
by more than ISg.per cent. In these circumstances, the differential water- 
rate system cannot be exirected to provide an adequate scale of water-rate. 
As was rightly i)ointed out by the Irrigation Commission of 1901-1903, future 
extensions of irrigation in this province could be effected only by the con- 
struction of expensive storage works. These works cannot be rendered pro- 
ductive unless much higher rates of water cess than are obtainable under 
the differential sj-steiu are imposed; e.g., in the case of the'' Mettur project 
a unifoi'in rate of Rs. 15 for the fii-st wet crop and Rs. 7-8-0 for the second 
wet crop is required to make the project remunerative. There is absolutely 
no chance of obtaining such high rates under the differential water-rate 
system. The sj'stem is, therefore, unsuited to futui-e projects and even as 
regards existing works it involves an unnecessary sacrifice of public revenue. 
The proposal of the Government to replace the differential system by a 
simple sj'stem of fixed rates which admits of the money rates being revised 
according to exigencies is, therefore, welcome. 


_ 4. The simplified system which the Government have in view is to divide 
irrigation sources into three groups with reference to the amount of supply 
which they can ordinarily afford and •adth reference also to the nature of the 
drainage facilities and fix money i-ates under each group for a single wet 
crop, lor a single dry crop and for a 'dufusal croj). Tne following is the 
scale proposed : 

Group I. Group II. Group III. 


Fora single wet crop per acre 
Do. dry crop per acre 
Do. (Inf n sal crop per acre 


RS. A. r. 
6 4 : 0 
3 2 0 

9 6 0 


RS. A. P. 

4 3 0 

.2 10 
6 4 0 


RS. A. P. 

3 2 0 
19 0 

4 11 0 


Slightly lower rates are proposed for certain .special tracts. The above 
scale is intended to apply to existing works and it is open to Government 
to fix enhanced money rates in the case of nerv works if necessai'y. The plan 
ijroposed by the Government has the merit of simplicity so far as the group- 
ing of sources and the classification of crops are concerned. But the point 
is whether the money rates are based on any definite principle. 


5. Hio ijolicy that should be followed in tlie determination of wator- 
ralcs was discussed at length in the later half of the nineteenth century and 
the views then expressed may be summarised as follows; — 

(i) AVabor-ratc should be fixed so low as to make it moderate in order 
that it might nob press hard on inferior land. 

(ii) The method suggested above would involve a certain amount of 

sacrifice of revenue and if this is to be avoided it -would be necessary to have 
gradations of -a-ater-rate. Such gradations should have reference to the 
nature of the supply of water and not be proportioned to the outlay on the 
soveral works of irrigation, which -a-ould not bo always easy to trace -witli 
'accuracy. ' 
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■(iii) The rale of water cess should be determined by the wants of the' 
State, the niaxiniuin being the sum which the ryot is able to pay without 
discouragement to industry and improvement, and the minmum the amount 
required to reimburse the expenses incurred in furnishing the water and 
the interest thereon. 

(iv) The rate should be fixed Avith reference to the cost of the supply 
to the Government and the increased value given to the land by the supply, 
by its safety from inundation, the freedom of its drainage and the saving 
in the cost of conveyance by the substitution of water for land transport. 

(v) 'Watei’-rate should be uniform and not graduated according to the 
supposed profits of the recipient, as the value of the water to the seller- re- 
mains the same whatever the purimse for Avhich it is used. 

In my humble opinion, watei-rates should be fixed on a due considera- 
tion of the wants of the State, the increased value given to land by the 
supply and the economic condition of the tract. 

The Avants of the State should be determined not solely Avith reference 
to the cost of the partlcAilar irrigation Avork; regard should be had also to 
the cost of general administration including the cost of providing irrigation 
facilities in tracts less favourably situated. “Each district of the province 
is not to be governed for its own sake only or to be assessed according to its 
own requirements”; e.g., the rldi deltaic tracts of Godavari, Kistna -and 
Gauvery Avhere the existing rates are very low ought to ijay the full fail- 
rates, ^so that Government may liaA'-e a sufficient surplus for the improA'ement 
of irrigation in districts like Bellary and Anantapur. 

The State is also entitled to a share in the additional value gh^en to land 
by the suppty of water to it at the cost of the general tax-payer. No hard- 
and-fast rule can be laid doivn as to hoAV this share should be determined j 
each case aauII have to be decided on its own merits. The value of the Govern- 
ment share may be recovered either in a lump sum or by an annual levj’ 
merged in the Avater-rate. The latter course, hoAvever, seems preferable foi 
the following reasons : — 

The leA^y of a lump sum virtually amounts to a redemption of a portion 
of the annual charge for water and to the extent to Avhich the charge is so 
redeemed. Government will be deprived of the benefit of periodical revision. 

During the initial stages of the working of a new irrigation system and 
until conditions are fairly settled, a readjustment of the ai/acut may be 
■ found necessary. The levy of a fee may be construed as implying a guaran- 
tee to supply Avater and as precluding Government from excluding from the 
uyacut any land on AA'hich the fee has been recoA’^ered. 

From the point of vioAV of the ryot, there is the objection that he 
Avill have to pay a premium before he has reaped any actual benefit from 
the irrigation Avork. The levy of a lump sum is likely to bo strongly re- 
sented, by ryot, Avhile a small enhancement in AA-ater-rate would probably 
go unnoticed. In this connection, I aa-ouM invite attention to the vehement 
opposition which the proposal to levy a small inclusion fee in the Kistna 
Eastern and Godavari Western deltas has evoked. 

Lastly, the ability of the ryot to pay should also be taken into 
account in fixing the rates. The rates should not be so high as to press 
hard on the land, but should be fixed so as to leave a reasonable margin 
to the raiyat. 

6. Judging from the standai’ds mentioned above the existing scale of 
fixed rates as aa'cII as the scale which the GoA^ernment intend to introduce are 
exceedingly Ioav, The existing scale Avas draAA-n aija more than half a century 
ago. Since then, conditions hav'e considerably changed. The cost of adminis- 
tration has increased; the value of Avatcr has gone up in aucav of the high 
cost of construction of new Avorks, and the prices of food crops have also 
risen. The ryot can avoII afford to pay four or even five times the extisting 
rates. For examijle. Government charge Rs. 5 per acre for a single wet crop 
on proprietary lands in the Godavari delta, AAdioreas in some of the neigh- 
bouring estates the proprietors charge as much as Rs. 20 for Avater supplied 
from a far inferior source. It is reported that under the Atmakur Lift 
Irrigation Company’s pumping system, a water-rate of Rs. 4 per acre is paid 
to the Government, and Rs. 8-4-0 to the company in addition to a premium- 
of Rs. 50 per acre charged by the company. At 25 years’ purchase the pre- 
mium AVorks out to Rs. 2 per acre. Thus the total amount paid per acre 
is Rs. 14-4-0. The existing rates may, I submit, be doubled -without causing 
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'any the least hardship to the ryot, and yet there was such a strong opposition 
in the Legislative Council to the raising of the rate oven to Ks. 6-4-0. I 
am afraid that it would be impossible to secure a fair rate unless the people’s 
representatives in the Legislative Council change their mentality. The mem- 
bers for Godavari and Kistiia contended that the delta works in their dis- 
tricts were constructed at a comparativelj- small cost, that the outlay had been 
recouped several times over and that there was no justification for any in- 
crease in rates. Similarly, the Tanjoi-o memhers niiglit contend that the 
original rvorks in the Cauverj' delta were constructed by native kings, that 
the irrigation revenue derived from the delta is more than suflicient to cover 
the cost of imi>rovoments, and any increase in rates would bo unjust. The 
members who object to any enhancement of the existing scale are the first to 
urge that the Government should undertake exteusiv^o schemes in famine 
affected districts. If the Godavari, Kistna and Cauvery deltas are to be let 
off with a light charge, it is difficult to see how funds .can bo found for the 
development of irrigation in tracts less favourably situated. 

The Legislative Council insisted that it should have a voice in the deter- 
mination of water-rates. In deference to their wi.shes, a provision has been 
made in the Ii-rigation Bill that water-rates shall bo fixed by means of 
a Taxation Bill. In view of the responsibility which the members of the 
Council have assumed, it is hoped that they will give up the short-sighted 
policy which they have hitherto pursued and view the question in a broader 
light. 

7. In the questionnaire issued by the Committee, mention is made of 
certain plans which have been suggested or adopted elsewhere. They are — 

(i) To charge the bare cost of supplying the water, including interest on 
capital invested. 

(ii) To charge a fair commercial rate. 

(iii) To increase the land revenue ))y taking the same proportion of 
the combined output of land and water as would otherwise have been taken 
of the output of the land. 

(iv) To charge by volume. 

(v) To sell the water by auction to the highest bidder. 

To the above may be added the system of leasing which seems to be in vogue 
in certain provinces. I have dealt with item (i) in connection with the 
principles on which water-rates should bo fixed. I would, however, repeat my 
opinion that water-rates should be fixed with reference to the wants of thq 
State including the cost of supply, the additional value imparted to the land 
by the supply and the ability of the ryot to pay. As regards item (ii) I ven- 
ture to submit that it would be objectionable to view the State in its relation 
to its subjects as a mercantile business concern; "Wliilo the State is entitled 
to I'aise by means of taxation the funds required for purposes of adminis- 
tration, it is equally bound to see to the welfare of its subjects, and anything 
which would savour of a commercial business transaction between the State 
and its i-yots should, I submit, bo deprecated. The i^roposal is also likely 
to dislocate the system of revenue administration in this province. Item (iii) 
is dealt with later in connection with the subject of consolidated assessment. 

The system of charging by volume has been dealt with at length by the 
Irrigation Commission of 1901-1903 and by Mr. Leach iji his reimi’t disposed 
of in G.O. No. 1089, Revenue, dated' I9th Julj’ 1923. I can add nothing use- 
ful to the conclusions arrived at by Mr. Leach with whom I entirely agree. 

Tlic x^roposal to sell water by auction to the highest bidder or to lease 
it for a tbrm of years is also objectionable on the ground that it would 
render it impos-sible for Government to deal directl 3 ' u'ith the individual 
ryot. Disputes are bound to arise in the matter of distribtition of the charge 
bj' the auction purchaser or the lessee among the ryots and their recoverj’. 
I am aware of the existence of the sj'stem of leasing in some of the other 
provinces, but there the ryots wore somewhat lukewarm, and special induce- 
ments were found necessary to encourage them to use canal water. In this 
province tlm ryots do not stand in need of any such inducement. Moreover, 
the Irrigation Acts of those provinces contain a specific provision enabling the 
middlemen to collect water-rate by summary pi-ocess (vide Sections 83, Bengal 
Irrigation Apt, and Sections 46 and 47 Northern India Canal and Drainage 
Act): there is no similar provision in our Irrigation Bill. The lessee or the 
purchaser will, therefore, have to resort to ordinary civil .court, and we 
know what civil litigation in this ijromiico means. 
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. 8. In conclusion^ I would submit that the laud tenures of this prownce 
are peculiar. Under the same irrigation work there ai’e rvotwari lands, 
nunor mams, whole inaju lands and permanently-settled estate lands. The 
crops grou’ii ai'e not uniform. T'lie lands do not all have equal rights. 
There are vested rights such ns mamul wet rights to he respected. The 
policy has all along been for the Government to deal directly with the indivi- 
dual ryot, and there is a lack of cooperative spirit among the ryots gene- 
, rally. Jn these circumstances, a system of simplified acreage water-rates, such 
as the Go^'ornment had in view, seems to bo the one best suited to the con- 
ditions ol this province. The money rates proposed, however, are capable 
of enhancement. I would also suggest that the system of levying consoli- 
dated assessment, which is a serious impediment to the growth of Irrigation 
revenue, be abolished and that all irrigated lands be registered as dry and 
charged the appropriate water-rate in addition to the dry rate of assessment. 
'The value of consolidation is detracted by the limitations to which the assess- 
ment of land revenue is now subject. Consolidation may have been a useful 
e.xpedient at a time when ryots did not fully appreciate the benefits of irri- 
gation, but conditions have changed since and there is no longer any need 
for it. The only advantage of consolidation is that the registered holder of 
a wot field is bound to pay the assessment thereon, whether he cultivates it or 
not, provided water was available. This advantage can be had even without 
consolidation by registering the lands as bapai wet, as is done in Godavari 
and Kistna. Bapat wet lands are dry lands for which the ryot desires a 
supply for the irrigation of a wet crop not for a single year only but from 
year to year, and his application is sanctioned. Lands so registered are 
liable to water-rate whether cultivated or not, provided water is available, 
until the ryot applies for a discontinuance of the supply which seldom hap- 
pens. I would urge not only that there should be no consolidation in future, 
but also that the registry of all existing wet lands be altered from wet to dry 
at resettlement. IMore than 70 per cent of the irrigation revenue is from 
lands registered as wet, and unless their registry is altered, there will be 
little or no scope for the expansion' of the irrigation revenue derived from 
them. I anticipate no legal difficulty in the juatter. The right of a ryotwari 
landholder of land registered as wet is limited to a continuance of such 
supply as is sufficient for his accustomed requirements, and my ijroposal does 
not interfere with this right. Under the existing water-rate rules. Govern- 
ment may, at their pleasure and withotit rendering themselves liable to any 
compensation, discontinue supply to laud registered as dry. This rule will 
require modification in respect of lands which have \indergone a change of 
registi-y from wet to dry. There is also a provision in tlie Irrigation Bill 
that lands registered as dry wliich have been irrigaied with w'ot crops con- 
tinuously for a period of ten years acquire a right to supply. In some quar- 
ters it lias been suggested that the difficulty created By the system of consoli- 
dation in regard to the free development of irrigation revenue may bo obvi- 
ated by the levy of special rates of wet assessment. This remedy, I siibmit, 
is objectionable* as offending against the principles of settlement. 


Mr. Srinivasachariar gave oral evidence as follows 

The President. Q. — Ton are now Eevenue Officer for the Mettur 
project? 

A. — ^Yes. 

Q. — ^You have been intimately connected with the Irrigation Bill and 
with questions of land revenue and water-rates as Under Secretary and 
Secretary in the Laud Revenue Department? 

A.— Yes; in fact, I drafted the Irrigation Bill. 

Q.— You have also written a book on Irrigation Law? 

A. — Yes. 

Sir Perey Thompson. Q.— Could you tell us exactly what is meant by 
classing land as wet and dry? 

— ^Yes. Where land is cultivated with wet crops— paddy is the principal 
“wet crop in this province — the Settlement Officer fixes the outturn on the 
basis of paddv being grown, and determines the money value of it with 
reference to the commutation prices. _ The assessment is fixed on the basis of 
tliG money value after making certain declxTctions. The land as assessed js 
classed as wet in the revenue accounts. 
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Q. — is a wet croi> and what is a- dry crop? 

A. — Paddy is classed as a wet crop and cliolam is an instance of a dry 
crop. 

Q. — ■Vi^lat is the difference between the two.? Does it mean that the 
one can, and the other cannot, bo grown without artificial irrigation? 

A. — It is not a question of wliat is grown. For the purpose of settlement, 
lands are divided into two classes, dry and wet. Wet lands are those which 
are registered as wet. These are lands which are .systematically and. regularly 
irrigated from an irrigation source, and on Avhich wet crops are raised. The 
assessment on these lands is consolidated. No separate charge for water is 
made. The standard wot crop in this province is paddy. The principal 
dry croji may vary. In some places it is cholam, in others ragi and in some 
others cumhn. In parts of Bellnry, for example, it is a jnixture of two or 
three crops. 

The Fresident, Q. — ^Before you proceed further, would you explain about 
garden crops in this Presidency? They are different from garden crops in 
other provinces? 

A. — The word ‘garden’ hero is not understood in the sense in which it 
seems to be understood in other provinces. The meaning of the word |gardon’ 
varies from district to district. For exam 2 )lo, in Godavari, a dvjusal crop 
which stands on the ground for more than on6 year is classed as ‘garden’. 
I do not mean to saj^ it stands for more than twelve months. It is raised 
in one j'ear and is allowed to stand on the ground in the siibsequent year 
also. 

Q. — ^The x>oint about this is that on garden lands yon can grow a wet 
crop by well-irrigation, but since wo do not mnho any charge for the 
improvement, yon would only pay a dry rate? 

A. — ^Tn South Kaiiara and ifalabar, those garden lands are treated more 
or less as wet lands and bear wot assessment. That is what I meant when 
I said that the practice was not uniform. 

Q. — Over the greater part of the Presidency well-irrigation is treated 
as dry land? 

A.— Yes. 

Sir Percy Thompson. Q.' — If you have land which has boon wet for 
years and years, how do you estimate the dry n.sscssment on that land? 

A. — ^If it has been wot, it will bo treated ns wet land and wot rate of 
assessment will be levied. 

Q. — But jmu say that in some cases water-mto is treated as the difference 
between the wet and dry assessment. If land has been Avot for, say 
10 years, hoAV can you calculate what the dry assessment would be if the land 
were dry? 

A. — In fact no attempt has been mado in this province to calculate that. 
That is one of the objections raised to Avhat is called the differential water- 
rate system. When dry land is irrigated and grows a wet crop, Avhat is done 
■is the ‘officer takes the rate corresiJonding to the dry classification of the 
land. Lands are dhdded into iaram.s. Sui)po.se a jiieco of dry land. 
taiam 1, is assessed at Es. 3 and wet land, taram 1, is assessed at Es. 15. 
If this dry land is cultivated rvith a Avet ci’oj) Avith the aid of GoAmrnment 
water, the difference betAA-eeu Es. 1.5 and Es. 3, A'iz., Es. 12, is charged as 
Avator-rate. 

Q. — But as time goes by and as year after year he takes water and is 
assessed at Es. 15, the tendency Avill bo to forget that the land AA’as dry land. 

A. — Not necessarily. The old records gNe us the original dry rate and 
we knoAV the subsequent increase due to revision. In fact, in this province 
Ave do not re-classify lands at I’esettlcments. Wo only raise the assessment 
with reference to the increase in prices. 

Dr. Faranj 2 ')yc. Q. — If land groAvs rice merely Avith the help of rain, 
Avould you call it wet or dry? 

,A. — We liaA'e a third classification in this province, called manavari.^ 
It is not irrigated Avith Government Avater, nor Avith in-ivate Avater. It is” 
Avater given by God. Under tbe system of half net ijroduce, Ave impose a 
BiiecAal rate for such lands, intermediate between the. ordinary dry rate and 
the fAill wot rate, 
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Dr. Hyilcr. Q. — For sncli lands, do you cliavgo yratev-raie? 

A. — charge a wefc assessment, hut not the full net assessment. As I 
have already said, it is an intermediate rate: i.o., a little more than ihe 
drj’ rate and a little less than the wot rate. It is land revenue and not 
watoi-rate. 

Q. — That can only come ahotit in the case of swampy lands. 

A. — Not necessarily : tve have got some very good lands classed as 
mnnnvnri in this province. 

Dr. Paranjpye.^ Q. — In South Kanara, for instance, you do not want 
irrigation for growing paddy. I’hore is much rain there. "Oniat assessment 
do you charge there? 

A. — charge wet asse.ssniont. The supplj' from rain is also supijle- 
monted hy periodical supplies fi-om natural streams. In those tracts in 
i^falahar and South Kanara. where the fields are not so supplemented, but 
are entirely dependent on rain, wo charge mnnavart rates. 

The Trcsulcni. Q . — As regards the exi.sting arrangomonis, 70 per cent 
of the irrigation revenue is derived from wet assessment. 

A. — ^Yes, fiom ,a consolidated wet assessment. 

Q. — Tliai, as pointed out in your statement, tends to heemno less and less 
proportionate to the advantages accruing from water onung to the smaller 
inci-easo taken in the assessments of land revenue at the successive 
settlements. 

A. — Yes. 

Q. — Cau you give us an idea of what sort of increases have been taken 
at the recent land revenue settlements? 

A. — In South Arcot, Avhoro an incre.aso of about 45 or 50 per cent would 
have been justified, Government only took .30 per cent in the case of wot 
lands. Jn the Tungabhadra, which is a very rich tract and which is 
considered superior to the Cauvery delta, the enhancement was only 
25 per cent although a very much higher rate would have been justified. 
Recently. Government undertook to fix a maximum limit on these enhance- 
ments, and the limit which they have agreed to is 183 por cent. In Bellary, 
the resettlement rates have not yet been introduced and Governmont;, 
instead of levying 25 per cent as already ordered, propose to levy only 
185 pot cent as against 30 per cent and 40 per cent, which they would he 
quite ju-stified in imposing. 

Q. — ^So that the a'eturn for the water has a continual tondoncj' to be very 
much le.ss under the .system of the consolidated rate? 

A. — ^Yes. 

Q. — ^Then you mention two different systems of water-rate for lands that 
do not come under the consolidated r.ate. One is the difl'erential r.ate which 
is in force in certain districts : is that in force over the greater part of the 
remaining ai'oa? 

A. — ^It is in force in about eight or nine districts. 

Q. — Government have given that up? 

A. — ^Yes. 

Q. — They are reverting fo a sy.slom of fixed water-rate which is already 
in force in the remaining districts? 

A. — ^Yes. 

Q. — ^How does the low percentage affect permanently-settled areas as 
compared with ryotwari areas? 

A. — The zamindari ryots p.ay about 20 x^cr cent less than what the 
Government ryots pay. 

Q. — ^Tho zamindari ryot not only i^ays very much less, but he gets 
Government water at lower rates? 

A. — ^Yes, at more than a ruxjee less. 

The Maharajadhiraja Dahadur of Durdwan. Q. — I understand yon to say 
that in a zamindari the ryots got water direct from Government and 
Government charges watcr-i-ate from those ryots a1 .s lesser rate than Avhat 
thev charge from Government’s own ryots. 

* A.— Yes. 

TII— 16 
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Q. — ^^Vhafc is the reason for this clifTcrenc-o? 

A . — ^Tn the case of Goverinnont lands, under ihe differonlial Avater-rato 
system, the charge for Avator depends ujion ihe avoL assesMoent and drv 
assessment. In the case of znmindaris, the lands are not classified, and this 
system of dilforential AA'nter-ratc cannot, therefore, ho enforced in zaiiAindaris. 

Q. — NoA’ortholess, T take it that a ryot in a xamindari pays practically 
the same as a GoA'crinncnt ryot. 

A. — No. He i)ay.s less than Avhat the OoA'ornmcnt ryot i)ays nnder 
the differential Avater-rato system. 

Sir Peroj Thoiiu^son. Q. — fs that intentional? 

A. — ^It Avas not intentional. Tn the Ki.stna dellft, Arhich is one of the 
riolicst tracts, the oiiginal rate Avas Tls. -I. When tlie rate aa'os i-aisod fo 
Its. 5 there AA-as a big commotion in the district. In fact the ryots n-anlcd 
to non-co-operate, and it Avas Avilh groat difficnlty that they could 1)0 hronghi 
round. This Its. 5 rate Ava.s imjjoscd about 10 yeans ago, and tlic Its. 4 rate 
came into existence about do years ago. The i-alo aajis only raised by a 
single rupee about 40 years ago, and uoaa- Avhen Government Avant to raise it 
by another rupee, there is any amount of opposition. ^Vhcre both the 
y.amindari lyot and the Government ryf)t pay Avatei-ratc Auider. a coiUTuon 
system, there is no difference. That is io say, Avliere the fixed Avatcr-rate 
s.vstem is the only .system in force, there is no difTerenco befAvcon what the 
GoA’ornment i*yot and the zamindari ryot paj^. On the other hand, Avhere 
the differential Avntor-rate .system is in force, i)iasimich as llio zamindari 
lands are not classified and the differential Avator-rnte .sy.stcm is not suited to 
such lands, the zamindaii ryots and the Governjuent jyots j)ny njider 
tAvo different systems. Under the diffci’cntial Avatcr-rate sy.stem, the I'aie 
is much higher than under the fixed Avater-rate .system. Water-rate is 
collected from the Government i-yot under the dilferejitial Avatcr-i-ate sy.stom, 
AA’horoas the zamindai-i ryot pays a fixed charge. 

The MaharnjcnJhiraJd Jinhodur of Jiinihroii. (J, — Suppose there is a canal 
called A and that J3 is the zamindari r.vot and G the GoA'ernment ryot. 
For a ])articular canal, where the water-rate is fixed. B, the zamindnri ryot 
and C, the Goverumenl ryot. ])ay at the same rale? 

A. — ^Ycs. 

Q. — It seems to me to he (luilo fair that anybody Avho gets AA'atcr from 
this canal should pay the same rale. In the case of the dilferential AA'nter- 
late, because a man happens to bo a Government I'vot, he is made to pay 
a different rate and you also say that the rate at A'hich Avater is charged to 
die zamindari ryot is less than the rate the GoA'einment ryot has to pay. 
Prima facie, it Itiikes me tlmt your Avatcr-iate system works more hardly 
on your ryots than if does on the zainiudari ryots. 

A. — ^It is not that it Avorks hard on the Government ryot, but that 
it shoAvs undue concession to the zainiudari ryot. The couce.ssion is 
accidental; it is not intentional. 

Q. — ^3Vhat is the reason for the zamindnri ryot getting this concession? 

A. — ft is due to the .system itself. As 1 hoA'e alrcac\v .stated, in the ca.so 
of GoAmrnment ryots,_ the charge represents the difleronco betAVoen the AA-ot 
and dry a.s.so.ssmont. When this .sy.stom Ava.s fir.st initiated, tlie aA’orago 
diflorontial rate Avas jn-obably eriual to the fixed rale that the zainiudari ryot 
AA-as paying. But at each settlement the AA'ct and dr.v assessments are raised, 
the Avot assessment in a higher proportion than the dry assessment, Avith the 
re.sult that the difference is also correspondingly raised, aa-IuIc the i-ato that 
the zamindari lyot pays remains more or less fixed. 

J)r. Hydcr. Q. — You say that the difference is criual to the aaoI assossmonl 
mwvs the dry assessment. IToav do .vou arriA'o at the AA’ct a.sso.ssment? 

A. — The Avot assessment is fixed at the settlement by the Settlement 
Olficor. 

Q. — What does he take account of? 

A. — ^Ho takes into account the .soil conditions, facility of immigration 
etc., ’ and various other factors. ' . ’ 

Q.— Won’t he do the -same as regards dry land.s.P Wherein lies the 
difference tlion? 
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A. — ^lu tlie case of cli'y lands there is no question of the facility of 
irrigation and the crop that is grown on wet land is different from the crop 
that is grown on the di-y land. The dry land grows dry crops such as cumhu, 
cholain. The wet land grows principally paddy in this province. The assess- 
' ment is based upon the outturn also. 

Q. — Is not the position like this? Yon have already rice growing^ on 
land which gets no irrigation whatever. When Government starts a project 
and supplies water and makes the crop Avet, then you assess the Avater-rate 
Ai'ith rofei-enco to tlie rice alroadj’ groAving on lands to AA'hieh Avater is not 
supplied. Hoav do you get at your AA'ct assessment? 

A. — ^Thc assessment is fixed upon the value of the outturn of the staple 
produce. It varies in each district. In the case of Avet land, rice is taken as 
the staple produce. So the outturn on each class of land is determined by 
means of the cropping experiment, and after making the usual deduction for 
vicissitudes of the season, cultiAmtion eximnses, etc., a proportion is taken as 
representing the Govcrnincut share. That is the AA-et assessment. The crop 
that is taken as the standard is different, and in the case of AA'ct lands the 
facilities for irrigation arc also taken into account. 

Q.— Arc there any Avet lands which get no irrigation AAdiatover from 
Government sources? 

A. — None, unless you think that manavari lands are Avet lands. The 
principles of settlement are quite different in Malabar. In fact, in Malabar 
and South Kanara, no irrigation AA'orks are constructed by Government. 

..Q. — ^Are your differential rates equal to the outturn on your wet lands 
minus the outturn on your dry lauds? 

A. — ^No. It is the difference betAA’eeu the Avet rate of land iwenue 
assessment and the diy rate of land roAmiAue assessment. 

Sir Fcrcy Thompson. Q. — Supposing your net assets per acre of land of 
a cei-taiu ciuality is, say, Es. 10 as dry land and Es. 40 as wet land; if the 
procedure at settlement is to take 25 per cent of the net assets, you Avill 
get the revenue assessment Es. and Es. 10 resjACctively. Your water-rate 
AA'ould be the difference betAveeu the two, viz., Es. 71 ? 

A. — ^It AA'ill be 7i under the differential Avater-rate system. 

(i. — So that on tliis procedure you limit yourself to charging for AA'ater 
25 per cent of the net increase in the value of the land due to the application 
of Avator ? 

A. — ^Yes. 

The Presideni. Q. — Is not the fallacy undeilying the AA'hole of the differ- 
ential system that land AA'hich is in the first tararn dry Avill also be in the 
riist taram wet? 

Dr. Ryder. Q. — Will you please in the first place define AA-hat a hiram 
is? 

A. — Lands in a village arc classified according to the outturn, facilities 
for irrigation, means of communication and so on, and are divided into 
different groups. For each taram or group a separate rate of assessment 
is fixed. Similarly in the case of dry land, different tarn ms arc fixed aiid 
for each iaram a different rate of assessment is fixed. 

Noav a first taram dry land need not necessarily bo a first taram Avefc 
land AA'hen irrigated. 

Sir Percy Thompson. Q. — ^AVhy? 

A. — ^Because there are some lands AA'hich do not take to irrigation imiy 
Avell. For instance, the black cotton soil is considered in these parts to bo 
more suitable for dry cultiAuition than for AA'et cultiAmtion ; and simply 
iiccause the black cotton soil happens to ho a first taram dry, to say that 
if it is irrigated it must come under the first taram Avet is certainlj' Avrong. 
For purposes of this differential water-rate, that is assumed to be the case. 
It is on that ground that the sj’stem has heen condemned by the GoA'^ernment. 
But the adA^ocates of the system claim that it is imry scientific, the opponents 
pointing out that the AA'hole classification is Avrong. If you AA'ant the 
differential rate to be correct, you must for each piece of land fix not only 
ibc di'v assessment hut also the corresponding iaram AA'hen it is irrigated. 
If you do that, 5 ’our system Avill be correct. Instead of doing that, you 
bimjily put arbitrarily dry land of the first taram in the first tornm of 
the AA'et series and that is absohitely Avrong. 



7'/ic J\Uilmi(ijadhiraja JJahachir of ftvrdmiii. Q . — But Mas not lliu Ny.slcin 
introclucccl l)y tlic Govcrniiifiit itself? Js it not now in ^’ogne? 

^V. — ^Tt is in vogue only in oiglit districts. 

Q. — Has not tlio ])rincii)lo been accejiied by the Governinout? 

jV. — H all depends ni)on tbc constitution of the Govci'ninent. If tin* 
Govornincut consist of nictnbcrs who advocate tbc system, it will be accepted 
as sound. 

Q. — How long has this been in force? 

A.- — It was only seriously introduced in B)]0-11. 

The J’rcsidcnl. (). — Wotild yon explain to the C'omniitleu the wliolc 
l)roccss — wbat the htriHiiii has to do and so on? 

A. — ^Tlie horiiam lias to calculate the water-rate on a ])iccc of dry land, 
lie takes tbc diijlof register wherein the dry asses-Ninent is given, and Uien 
lie has to find out the cori’osponding Avot .•isse.ssinenl . The difference between 
the wet and dry may be even in jiics. Tfo has to apply this to tbc exact area. 
All this involves a good deal of working and calculating. 

Q. — It become ’an oxtrcniely complicated ])roecss. 

A. — Yes. 

Sir Pcrcu Thompson. Q. — You say, “In this province about 70 per cent of 
irrigation revenue is from land which is classed as wet in the revenno 
accounts’'. Hn|)pose you have dry lanil in the first lohun. When yon aj)ply 
this consolidiited riite, is it necessary to litke it a., first lorom wet? 

A.- -This classification is ntiide by the Settlement OHicer, who tries" to 
avoid all this. The whole trouble Jirises where, during the chrroncy of tho 
settlement, tho drj' land is irrigtilcd and tho revenue oflicor lias to chargo 
it wjifcor-ratc. 

Q. — It wotild bo put right in tho next .settlement? 

A. — Y'es, if it Iir.3 been continuously irrigJited. 

The President. Q. — At settlement, the wet or di-y rate is fixed for each 
piece of land on its merits? 

A.— Yes. 

Q. — Xu tho consolidated rate, the wafer is gmuantced? 

A. — ^Ycs. 

Q. — ^Thc differential rate generally .aijpHcs to lands outside the guaranteed 
areas ? 

A. — ^Yes. 

Sir Percy Thompson. Q. — Suppose in any particular year you cannot give 
water ? 

A. — Ordinarily, there is no difficulty of giving water, c.spocinlly \indor 
tho jnoro important deltaic systems. 

The President. Q. — So you have got tho consolidated rale for tho guaran- 
teed area, and for tho land outside tho guaranteed area you have two different 
systems — the differential rate and the fixed rate. 

A. — Even in the case of guaranteed areas, there may be differential rate. 

Q. — You say that tho Governincnt propose to abolish tho differential rate 
and introduce the fixed rate which will vary with the source of sux)ply and 
the croi)s on tho ground? 

A. — ^Yes. 

Q. — ^You would go further than tho Goveinment and abolish tho con- 
solidated rate and make the fixed rafe aiiplicable in all cases? 

A. — ^Yes. 

The 'i\lah(uvjodhiraio llnhndnr of IJnrdnan. Q. — Ho I undorsland ihat 
with tho fixed rate all lands will be registered as di-y? 

The President. Q. — He woiild classify all lands as dry; and tho chargo 
for water would bo taken separately. If it is under a precarious source of 
irrigation it will pay a lower rate. 

One advantage you claim for tho fixed rate system is that the rates can 
bo revised according to expediency? 

A. — ^Yes. 


Q. — Llow often amt on what data should the revision take place? 

A. — 1 would revise the i-atcs with reference to the increase in prices 
In fact, there was a connnittce — ^the 'Water-ltatcs Committee — ax)i)ointed 
to consider that system and thej' i-eported in favour of revising the rates at 
each resettlement. 

Q. — ^You .are proposing to aho]i.sli the consolidated wet rate altogether. 
Would you not advocate a periodical revision — say once in five years? 

A. — Yes. if the prices would jmstify it. we might review the situation 
and revise the rates. I have no ohjoction to that. 

Q. — And you would not take the outlay, the interest on capital cost and 
the cost of maintenance into account, cxceiit for determining the minimum 
rates? 

A. — ^Yes. 

Q. — ^Youf rates would ho fixed hy the Council? 

A. — 'fhat is the idea underlying the Irrigation Bill. It is to be by 
moans of a taxation Bill. Hitherto, it was by rules made under the 
Irrigation Cess Act. 

Q. — ^^Vould you regard u'ator-rate as taxation? 

A. — Not u'holly. • It is partly taxation and partly a service payment. 

" Q. — ^You say, “The rate of water cess should bo determined by the wants 
of tlic State, the maximum being the sum which the ryot is able to pay 
without di.scouragcmcnt to industry and imiirovemcnt and the minimum the 
amount required to roimbufso the expenses incurred in furnishing the water 
and the interest thereon”. 

A. — ^Yes. 

Q. — ^Would you have uniform rates throughout the province? 

A. — It may not be possible; for instance, a Bcllary lyot may not be 
able to pay as much as a ICistna or Godavari ryot. You will have to begin 
with concessional rates in the backward districts. 

Q. — ^You can have uniform rates in homogeneous areas. 

A. — ^Yes. 

Q. — ^.tV-iid you think it is perfectly right that the more favourably 
situated area should pay for the less favourably situated area? 

A. — ^Yes. 

Q. — ^You consider the present rates voi-y low? 

A. — ^Yes; very low. In fact, I have stated that in the adjoining zamindari 
areas about four times these rates are being levied. 

Sir Percy Thompson. Q. — ^You say that the more favourably situated areas 
should pay for the less favourably situated ones. Suppose you have an 
irrigation scheme and' suppose you charge a rate of Es. 5 per acre on it. 
Now you decide to take up another scheme to irrigate other lands and it 
won’t pay you unless your rate is Es. 15 per acre. Now will your suggestion 
come to this : that merely because you take up a less favourable scheme, you 
should raise the former rates also? 

A. — Yes; if the ryot can pay more than Es. 5, I should certainly raise 
the rate. 

Q. — don’t see why one scheme should depend on the other.’ 

A. — take the whole irrigation scheme as one. 

The President. Q. — ^Yi’^ould you undertake schemes which will not iiay 
their way? 

A. — Sometimes they should be taken up as famiaic insurance works. 

Sir Percy Thompson. Q. — Suppo.-^e there is a sc.home and at the rate of 
Es, 5 per acre, it pays A'eiy handsomely; and you undertake another scheme 
whiclx will pay only if you charge Es. 15 and the ryots are udlling to pay 
Es. 15. Would 3 'ou charge this at Es. 15 and leave the other at Es. 5? 

A. — ^Yes, for the time being — till the time comes for periodical revision. 
Then, if I find that Es. 5 is a low rate for that tract, I should raise it 
irrespective of my other demands or wants, because I find the ryot is able 
to pay more. 
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Dr. Varanjpijc. Q. — Ju order to avoid this raising oC the rates in one 
part in order to pay I'or the loss in another, is it not nuieh better to charfo 
the ntniost that you can got in each case? Any surj)lus obtained in this 
way might, he used for the advance of irrigation in other parts. 

A.— Yes. 

The Presideni. Q. — Will you ]>lease explain what you Jiioau by the terms 
‘inamid wet’ and ‘bupai wot’P 

A. — ‘Mamid wet’ is old wet under private sources which have been 
intercepted by Government irrigation works. 'I'hat is. lands whieh were 
originally iiTigated from i)i-ivato .sources hut have subsequently been into- 
cepted by the Government works. Suppose there is a zamindari tank and 
Govei-nincnt construet a canal which runs through it, the Government 
making it practically i(s own. Now in regard to the land formerly irrigated 
from the zamindari tank, Government water is allowed free and that land is 
known as ‘inoiiiid wet’. 

‘JJupat wet’ is dry land, either Government or zamindari. With a view 
to avoid the trouble of having an annual inspection whenever a ryot 
api)Iies for water for his field, and the water application is sanctioned by tl;e 
Government and the ryot raises a wet eroj), the extent so cultivated is 
registered in the accounts as Impnt wet. Provided the water is available, he 
is required to pay whether ho uses the water or not. Of course, he can at 
any time ask the Government to stoj) the sujiply. Tint till then he will have 
to imy the proiier web rate due for a wet crop, unices theic has been a scarcity 
of water. 

Q. — ^IIc practically has a guarantee of water? 

A. — ^Yes. 

Q. — You have been making a charge for inclusion in the uyiicut? 

A.— Yes. 

t 

Q. — And would you advocate a betterment tax? 

A. — Not in a lump sum. I would prefer to merge it in the annual chai go. 

Q. — ^^Yould you not make it a torminahlo annuity? 

A. — Noj 1 will make it a jiermunent charge. 

Nir Percu Thompson. (]. — You do gel the cquivaleni. of a betlernieut tux 
at resettlement? 

A. — ^^Ve have to deal not only with the Government lands hut also with 
zamindari lands. 

Q. — The incrousc at settlement is very strictly limited by the 185 per cent 
rule ? 

A. — ^Yes. In the iirst place, the Government don’t take the full hah and 
recently this further restriction has been imposed. 

The President. Q. — Under your proposal to abolish the consolidated wet 
rate you will have to give a right to irrigation. 

A. — In fact they get it under the .Bill automatically. 

Sir Perea Thompson. Q. — Has your suggestion to aholi.sh the consolidated 
rates been dealt with in the Bill? 

A. — There is nothing there about the I’alcs. The ])roj)or place will be 
in the Land Bevenue Settlement Bill. 

The President. Q. — Only at present there is nothing comi)elliug the 
(Settlement Officer to settle the irrigated land as consolidated wet? 

A.— No. 

Q. — ^And if irrigation is introduced during the period of tho settle- 
ment, you charge dry rate plus icater-ruic? 

A. — ^Yes. 

Q. — ^^Vith regard to the Mettur project, you cannot make it pay its Avay 
if you charge less than Ks. 15 per aero as water-rate? 

A. — ^Yes, whereas tho .standard water-rate is onlj' Bs. 4. 

Q. — ^If you impose a consolidated wet ivite, you cannot make it up? 

A. — No. .That is why it is i^roposcd to keoii the land as dry and make tho 
ryots pay a separate rate of Bs. 15. 
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Q. — ^Even at Rs. 15 tliej’ Avill take the water? 

A. — Yes. If they got water, they are bound to i)ay under the Act. 

Dr. ^ I'arrnijpye. Q. — Under the Bill no charge is to he made for 
percolation. If a person does not take water for his land, while people 
owning lands around it take water, he will get the benefit of the water by 
percolation; or he may sink a well in his field and he can get water. 

A.— There is no objection now to .sinking a well. The question of 
liorcolatioh is under the consfdez-ation of the Government. I know that 
this exemption is going to laud us in difficulties and the question is being 
very seriously considered by the Government. 

The President.^ Q.— In the Bunjab certain principles have been laid down 
with regard to irrigation. The first is that the irrigation enterprises should 
bo treated as a whole. 

A. — ^I am in favour of that. 

Q. — The second is that the rates should be uniform. 

A . — ^I do not think tliat will be possible, except in homogeneous areas. 

Q. — ^'fho third is that the supply of ivater should bo so regulated that 
each man should get enough for an average rotation of crops. 

A.— I do not knoAv udiat it means. But in this province there are some 
vested rights to he respecteO. 

Q. — Is there not enormous ivaste of water? 

A. — ^Yes, there is. But the courts have given I'arious decisions as regards 
the fights of the ryotivari holdei's and we are bound to give water sufficient 
for their ‘accustomed requirements’. The phrase ‘accustomed requirements’ 
is A^ery wide. If he is accu«-tomed to unste ivater, he may claim he is 
ontitlecl to get it. 

Q. — Don’t you take the opinion of agricultural experts? 

A. — Bub the tenant will not haA’'e any difficulty in getting another expert 
to say that it is absolutely necessary. We are tryiiig to take some poAver to 
control supplies. 

Q. — The next principle is that the charge should vai-y AA'ith the crop. 

A. — In this province the charge does vary Avith the crop. 

Dr, Paranjpye. Q. — Suppose you can groAv eithej- i-ice or sugar-cane on 
a particular piece of land and both i-equire the same amount of Avater. Noav 
groAving sugar-cane is far more profitable than growing rice. Do you charge 
the tAvo Cl ops at different rates on this ground? 

A. — ^No, I would not do that, I Avill take the land as a udiole. I will 
take AA-hat additional value land has acquired by the application of AVater 
and take that into account AA^hen fixing the rate. This j’ear he maj' groAv 
‘•ugar-cane. If I ask hun to pay higher rate this year, next year if he lepes 
the land fallow he may claim that wo are not entitled to charge anything. 

Dr. Paranjirye. Q. — Irrespecth’^o of any use that he makes of the Avater? 

A. — ^That is iiractically introducing the volumetric sj'stera. 

Q. — Wliy do not you depute one of your officers to study that system? 

A. — It has been already condemned. You will find it in Mr. Leach’s 
report. 

The Presiclenf. Q. — You could not possibly Avork it here? 

A. — ^No, Sir, AA"e cannot. There are practical difficulties. Mr. Leach has 
also dealt Avitli that question. IMr. Gallctti is in favour^ of it. Among 
the engineers themsclA'Cb there seems to be a difference of opinion. H’he final 
conclusion arriA’ed at Avas that in this province it AA’ill be a failure. 

Q. — Has it been tried? 

A —It has not been tried. The Chief Minister has promised to try it in 
one particular channel. No serious attempt has .=o far been made. 

Q. — -MBio manage the suiiplies from the particular channels? 

A. — There are informal panchayats, not statutoi-y hoclies. 

Q. — ^Do you know of tank panchayats in Mysore? 

A.— No. 
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Q. — ^Yoii have some paiipliayals hej-eP 

A.— Yos. 

Dr. Foranjpyc. Q. — ^lu Mj’soro there are local bodies.^ 

A. — ^The Irrigation Bill does provide for them hero. 

The President. Q. — T have a recollection of a panchayat at Tinnevolly 
which distributed water to an area by anetion. 

A. — I am not aware of any such case. I Icnow they are exorcising control 
over distribution. But the actual collection is made by the Government. 

Dr. Under. Q. — Is it a fact that the depressed classes come up to the 
district officers and ask them to give water as Ibe panohayals would not give 
them water? 

A. — I have no knowledge of it. 

Q. — Have they protested to you? 

A. — So far as my knowledge goes there has been Jio protest. 

Q.— Are they for the .system of panchayat or are they against it? 

K . — If it is a ])anchayaL in Avhieh they have confidence they won’t 
object. Tt all doi)onds uiion the oonstitiition of the panchayat. If it is a 
factious village whore depressed ela.sses are oppressed by higher classes, 
T suppose there will be trouble. 

Sir Percy Thompson. Q. — Bo you agree with nr dissent from the firt two? 

A. — do not know. There are some places where they arc treated 
]iroperly. 

. Sir Percy Thompson. Q. — Bo you agree with or dissent from the first two 
principles? I gathered that yon di.ssented from both and would treat each 
project separately. What do you^mcan by ‘treating the system as a whole’? 

A. — As 1 have already oxnlained. there are certain very excellent .svslcms 
in which very low rates are being levied at present. ]n the Godavari delta 
Bs. 5 is the rate that is levied now. In Ki.stna the same rate is being 
levied. T know personally that the ryot can afi'ord to pav three or four 
times the rate. There has recently been a_ line and cry for undertaking 
some irrigation works in the backward districts of Bellary and Anantauur. 
People theio aio voiy poor and cannot afford to 7 )ay the rate.s rcouired to 
make the projects productive. Afy point is; raise the rates in Godavari 
to a fair level. Got the surplus from there and utilise it for the backward 
districts. 

Q. — ^Would you raise the Bs. o rate on the .sheer moriis of that scheme 
and not on the demerits of some other scheme? 

A. — ^I would use it for the benefit of other schemes. 

Q. — Then you arc not treating the schemes as a whole. 

Dr. Dydcr. Q. — Bo you think the ryots will ])ay Bs. 1.5 per acre in the 
Mettur scheme? 

A.- — The ryots can afford to i)ay Bs. 1.5. The Board and the Collector 
don’t anticipate any difficulty. T think they can reasonably pay, becau.so 
it is not simply the cost of the project that is taken into account but also the 
actual condition of the ryot. 

Q. — ^Then you have no programme of schemes. If T understand you 
aright, in reply to Sir Percy Thomp.son, you said that you would utilise 
the surplus for other schemes. You admit that people here have had to 
wait until they were able to pay Bs. 15? ' 

A. — IVe have not waited on that account. In fact, it is the correspondence 
with the Government of India and the Secretary of State and some contro- 
versy with the Mysore Government that has been re.siionsiblo for the delay 
in executing the scheme. 

Dr. Paranjpyc. Q. — ^Is there a great field for the extension of irri- 
gation ? 

A. — ^By moans of storage and resoiwoir sdiomcs. 
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Q . — Will they he ahlo to pay? 

A. — ^IVhou it is pi-ofitahlc for the lyots to paj' they will pay. There may 
be the will to pay; but there is the question of means also. For example, 
in the Agencj^ where the inhabitants are aboriginal tribes and are not 
sufficiently advanced in agricidture, we cannot expect them to pay the same 
rates as in the plains. 


IVTr. R. SUBBIAH jNTAIDTT, Proprietor, Messrs. S Miller & Co., 
Ciifar Manufacturers, Bindigfiil, representing" the Cigar 
Manufacturers of Dindigul and Trichinopoly, 
was next examined. 


Written memorandiun of Mr. Suhhiah ITaidu. 

Frvtcclion oj home industi'ij. — ^The cigar industry in India has been in 
existence on a large scale for more than a century’, giving employment to 
several thousands of hands. Dindigul and Trichinopoly are the only centres 
of cigar factories in the whole of India, excepting Madras, where there is 
only one factory. This big Indian industry supporting many lives requires 
protection l)y the Oovernrnenfc as a “liome industry”, as various Goveimments 
are supporting their home industries. 

1. Prohihitive import duty on forcig^i-madc cigars and cigarettes. — Tn 
some of the Bidtish Dominions and Colonies and in almost all foreign countries 
as well, the import duty is so jn-ohibitive as to effectually prevent import 
of any Indian cigars into those countries. Hence, the import duty in India 
on the foreign cigars, cigarettes and manufactured tobacco must be levied 
at the specific duty of Rs. 7-8-0 per lb. net weight, as the present system 
of ad ralorciu -dniy does not prodiice the revenue proportionate to the value 
of the sliipmeuts of cigai’s, cigarettes and manufactured tobacco imported 
into Briti.sh India. 

2. The countervailing excise duty. — May bo levied on cigarettes and .’ 
manufactured tobacco produced by machinery in British Tndia,_ just as the 
excise duty’ is levied on the Indian mill-made clothes. Tin’s excise duty will 
not only yield extra revenue, but also will j^rotect the home industry’ of hand- 
made cigars and cigarettes. 

3. Import duty on raw tobacco to he withdrawn. — As a general rule, al- 
most all the raw products, which are imported into a country for manufac- 
turing purposes, are allowed free of duty. Therefore, the import duty on 
raw tobacco wrapper leaves, which are imported into India, for the wrappers 
on cigars, at Re. 1 per lb., should be withdrawn, or at least some reduction 
in the same duty may be made, -as no Indian-grown tobacco wrappers for 
cigars are available. For instance, in the Dominion of Canada, the unmanu- 
factured tobacco is allowed “free” of duty. 

Below, the rates of import duty in some of the Briti.sh and foreign coun- 
tries on cigars, cigarettes and unmanufactured tobacco are given for the 
guidance of the Taxation Committee, for the sake of their comparison with 
the present imi)ort duty on cigars, cig.arettes and unmanufactured tobacco 
in British India: — 

(1) United Kingdom — 

Cigars at-£0-lo-7 per lb. 

Cigarettes at £0-12-7 per lb. 

Unmanufactured and unstemmed tobacco at £0-8-2 per lb. 

(2) Briti.sh South Africa — 

Cigars and cigarillos at £0-8-6 per lb., and in addition 15 per cent 
ad valorem. “ 

Cigarettes at £0-6-0 per lb., and 15 per cent ad valorem. 

Uirmanufactured tobacco at £0-3-6 iier Ih. 

(.3) The Commonwealth of Australia — 

Cigars at £0-13-0 per lb. 

Cigarettes at £0-12-0 per lb. 

Raw tobacco at £0-2-6 per lb, 
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(4) The Unitocl States of America — 

Cigars, cigarettes and cheroots of all kinds § 4.50 per lb. and 25 per 
cent nfl valorem. 

Wrapper tobacco and filler tobacco, when mixed . or packed with 
more than 35 i>er cent of wrai>ijer tobacco, if nnstemmed at § 2.10 
per lb. 

(5) The Dominion of Canada — 

TJnmannfactnred tobacco “Free”. 

Cigars at § 3.90 per lb. and 25 per cent ad valorem. 

Cigarettes at f? 4.70 joer lb. and 25 per cent ad valorem. 


Mr. Stibbiah Waidn gave oral evidence as follows 

The vdtnesn. — The cigar industry m India has been in existence on a 
largo scale for moi'e than a centm-y, giving employment to several thousands 
of hands. Dindigul and Tricliinopoly are the only centres of cigar factories 
in the whole of India, excepting Madras, M'liero there is only one factory. 

Dr. Paravjpye. Q. — Is it not a cottage industrj'? 

A. — It is more or less a cottage industry. The large factories are those 
of Spencers, Oakes and iMcDowells. Tiiis big Indian indu.stry supporting 
many lives requires protection by the Government as a home industry as 
various Governments are supporting their home indu.stries. 

Q. — Is there any tax on Indian-made cigars? 

A. — No; but we pay an import duty on wrappers. We must have Sv.ma- 
tra tobacco as wrappers for our cigars. 1 have given some of the duties in 
the different countries. From that you will find that the duty on imported 
cigars in India is not so much and not snificiently prohibitive as to support 
the home industry. 

Q. — In one thousand cigars \yhich you manufacture what amount of 
imported material would you require? 

A. — lb. of Sumatra tobacco. For high-class brands wo use about 
3 lb. of Havana fillers. 

Q. — For ordinary cigars? 

A.— 1 to li lb. 

Q. — How much Indian tobacco do you use for it? 

A. — It will be 15 to 25 lb. 

Q. — How much Avould 1,000 cigars weigh? 

A. — It depends upon the .size : from 5 to 20 lb. 

Q. — Let us have it as 10 lb. For manufacturing this you want IJ lb. 
of imi^orted tobacco? 

A. — ^Yes, on the average. 

Q. — ^How much import duty have you got to ]iay on that? 

A. — ^Rs. 1-4-0. 

Q. — Ad valorem? 

A. — On weight. Even if we import four ponce worth of stuff we will 
have to pay Re. 1 duty. The duty is Re. 1 per lb. 

Q. — ^What is the rate of import dutj' on foreign cigars? 

A. — 1 think they are paying 75 iier cent ad valorem. 

Q. — What is the cost of the same brand of foreign cigars? 

A. — ^The average price would be Rs. 30 and the duty on that comes to 
Rs. 22-8-0. 

Q. — So that for an import duty of Rs. 22-8-0 that they pay, you manu- 
facture the same brand after paying an import duty of Rs. l-'l-O. 

A.— Yes. 

Q. — So that from the point of view of import duty you have an advan- 
tage of at least Rs. 20? 

A.— Yes. 
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Q* AVitli that advantage can you not coini)cto ■with foreign conijjetitors ? 

A. — ^It is iniijossible. Pooide here don’t value Indian goods. They like 
foreign cigars very much. 

Q- — ^Then no amount of cheapness of Indian cigars would enable you ti» 
compote with foreign cigars? 

A. — The masses might smoke tliem instead of foreign cigai’cttes. 

Q- — I do not understand 3’our proposition. Even if you have a higher 
duU’ .von cannot compote? 

A. — Tn_ that case wo can introduce foreign fillers to bring our iiuality 
up to the imported standard. 

Q- — You say j-ou would import raw products from outside and manu- 
facture here? 

- A. — ^^Ve have been importing- only fillers and wrappers. 

Q. — ^How would a higher dutj- improve your iiosition? 

A. — lYe could then verj- easilj* compete with foreign cigars as peoiiio 
won’t go in then for foreign cigars. 

Q. — ^In that case j’ou might have to pay Rs. 5 in duty. Y'ou still have 
an advantage of Rs. 15 per 1,000 cigars. 

A. — People like onlj- foreign cigars. 

Q. — ^You confuse the issues. People either do like foreign cigars or tho^’ 
do not. If they like foreign cigars, tliej' will Iniy them whatever the quality 
of your cigars may ho. 

A. — If the price is prohibitive they must come to the Indian manu- 
factured goods. Unless j’ou prohibit foreign cigars we cannot comirote. 
In some of the British Dominions and Colonies and in almost all foreign 
countries as well, tiie import dutj’ is so prohibitive as clFectnally to prevent 
import of any Indian cigars into those countries. Before the War we were 
making large shipments to the United States of America, Australia and 
Egypt. Now hardly any shiinnent goes. The buyers complain that duty has 
become very high. Jloreover the weight of the Indian tobacco is heavj’. 
If the weight of the foreign-made tobacco is 10 lb., the weight of the Indian- 
made tobacco is lo lb. vSo people go onl.v for foreign cigars. On account of 
the latest enhancement they don’t go in for o\ir cigars at all. Hence the 
import duty in India on the foi-cign cigars, cigarettes and manxifactured to- 
liacco must bo levied at the specific duty of Rs. 7-8-0 per pound net weight, 
as the present .system of c/<! valorem dutj’ does not jiroduce the revenue pro- 
portionate lo the value of the .shii)monls of cigars, cigarettes and matni- 
factured tobacco imported into British India. A countervailing excise duty 
ma^’ bo levied on cigarettes and manufactured tobacco produced bj' machinery 
in British India, just as the exetso duty is levied on the Indian mill-made 
cloth. This excise duty will not only yield extra revenue, but also will pro- 
tect the home industry of hand-made cigars and cigarettes. As a general 
rule, almost all the raw products, which jire imported into a country for 
manufacturing purposes, are allowed free of duty. Tlierefore. the import 
duty on raw tobacco, wrapper leaves, which are imported into India for the 
wrappers on cigars, at Re 1 per lb., -.should be withdrawn, or at least some 
reduction in the duty may be made, as no Indian-grown tobacco wrappers 
for cigars arc available. For instance, in the Dominion of Canada, unmanu- 
factured tobacco is allowed free of dutj'. The rates of import duty in 
some British and foreign countries on cigars, cigarettes and unmanufactured 
tobacco are' given for the guidance of the Taxation Committee, for the sake 
of their comparison with the present import duty on cigars, cigarettes and 
unmanufactured tobacco in Britisli India; 

United Kingdom : cigars at £0-15-7 per lb. ; cigarettes at £0-12-7 per 
lb. j unmanufactured and unstemmed tobacco at £0-8-2 per lb. 

British South Africa: cigars and cigarillos at £0-8-6 per Ib., and in 
addition 15 per cent acl valorem; cigarettes at £0-6-0 per lb. and 15 per cent 
acl valo7-em ; unmanufactured tobacco at £0-3-6 per lb. 

The Commonwealth of Australia; cigars at £0-13-0 per lb.; cigarettes 
at £0-12-0 per lb. ; raw tobacco at £0-2-6 per lb. 

The United States of America: cigars, cigarettes and cheroots of all 
kinds ? 4.50 per lb., and 25 per cent ad valorem. 



The President. Q. — ^Yoii woitld like the unmanufactured tobacco admitted 
free ‘and maclime-made cigars and cigarettes taxed P 

A. — ^There are no machine-made cigars in India. 

Dr. Paranjpye. Q. — In South Africa they charge unmanufactured to- 
bacco 2 shillings to 3 shillings per lb. 

A.— Yes. 

Q. — In India the duty is even less? 

A. — ^Rc. 1 iier lb. 

Q. — In other countries the diitj’ is highci' than in India. 

A. — Because those countries contain rich iicoplc. 

Sir Pcreij Thompson. Q. — ^You quote the rates in tho Ujiited Kiiigdom. 
There is no protection there at all. 

A. — ^Because there is no tobacco grown in the United Kingdom. All 
must bo imxjorted. 

Q. — 1 suggest that there is no difl’crential duty on cigars and unmanu- 
factured tobacco in the Utiitcd Kingdom. Much of the iinmanufacturcd 
tobacco is wasted in manufacture. The duty of 8.s'. 2d. jicr x^ound on un- 
manufactured tobacco is incant to bo the equivalent of that of 1.5.S, 7(?. on 
cigars ? 

A. — Yes. 

Dr. Paranjpye. Q. — How can wo get any further money from taxation 
of tobacco P Have you got any i)rox)osa'.s cxeei)t tbisp 

A. — It is the only prox^osal I have. 1 do not see any other way of tax- 
ing tobacco. 

Q. — What do you think of charging an acreage duty oji the cultivation 
of tobacco? 

A. — If you charge that, the tobacco-growing people will entirely discon- 
tinue tho crop. Even for the last three or four years many tobacco fields 
have l)een converted to tho growing of cotton, because cotton is soiling at 
higher i)riccs. Jloreovcr, tobacco requires i)lonty of water, whoroas cotton 
does not reqiiiro mucli water. Therefore, some of the tobacco fields have been 
convei’ted into cotton fields. 

Q. — What do you say about liccnsijig the .shops for selling tobacco or 
cigars or cigarettes? 

A. — I don’t think it is practicable, but there is such a system, I think, 
in Bombay. In cities like Madras and in large cities, that can bo introduced. 

Q. — Why can’t you introduce it in villages? 

A. — In villages there are no shops which sell only cigars. 

Q. — ^Not only cigars, but all kinds of tobacco? 

A. — ^That will inconvenience the poor peox^le. In these imrts at least, 
tobacco is a thing which is Jiece.s.sarily required for chewing piirpoaea. 

Q. — Supposing you sell by auction tho right to sell tobacco over a taluk, 
all kinds of tobacco? 

A. — ^In my view the Government will not bo able to control that 
business. 

Q. — Just as you sell liquors, similarly you can sell the right of selling 
tobacco. 

A. — That will not suit this trade. 

Q. — Why not ? 

A. — Because it will be imimssible to i>revent smuggling. 

Q. — ^^Ve arc not going to trouble with smuggling at all; tho licensee 
Would look to it. 

A. — ^But there are so many peoxdo relying upon this industry; they will 
all be thrown out of work.' Not only that, poor ijeoplo will also be ijut to 
difficulty.' When the license system is introduced, the tobacco which is sell- 
ing for one pie might be sold even for one anna. So I cannot in any wa’ 
recommend it. 


l33 


Messrs. T. M. ROSS, W. R. E. MACRAY and GRAHAM ROSS 
Tvere next examined on "behalf of the Chamber of 
Commerce, Madras. 


Written memorandum of the Chamber of Commerce, Madras. 

Q. 13. — Tlic Madras Chamber has always opposed Governincnt commer- 
cial or semi-commercial undertakings as ofFcring unfair competition to 
private enterprise. Any Government undertaking, however, which does 
not compete unfairly with private tradei-s .slionid he worked to show a 
commercial return. The Chamber i.s also not opposed to a monopoly 
profit when same is available. 

Q. 14.— In the opinion of the Chamber, there is a certain element cf 
taxation in the revenue derived from any concern which shows a sur- 
])lus on its working. 

Qs. In and lb. — In general princi])les the Chamber would advocate 
that each irrigation scheme should aim at giving a fair commcrical return, 
and with the exce{)tion of selling water to fhe highest bidder, which is 
wrong in principle, it would appear to be immaterial which of the other 
methods mentioned is. adopted. 

Q. IS. — In the opinion of the Chamber, the dues levied under the Indian 
Torts Act and duos levied under the Port Trust and siTiiilar Acts arc 
for services rendered and do not fall withiti the category of taxes imposed 
on the general tax-payer. 

Q. 21. — In estimating the burden upon the ta.x-paycr, the Chamber 
cannot .sec that any object would be .served b.v regai'ding indirect taxa- 
tion as voluntary and excluding it on that ground. 

Q. 23. — 'i’hc Chamber agj-ccs with Ihe statement attached- to this ques- 
tion and is in favour of heavy taxation on all luxuries. 

Q. 21. — The Chamber does not favour a lax on entertainments, as 
it considers that, so far as this I’l-csidency is concerned, the revenue 
would bo negligible. 'I’lie Chamber is also op])osed to a tax on railway 
tickets as an unnecessary burden on transport. 

Qs. 27, 28 and 29. — TJie Chambei’ i.s of opi?iion tliat eveiy member 
of the comnnniity .should pay a tax of some sort. It also considers taxa- 
tion a jn-oper accompaniment of rcpre.senlation and that the taxation 
should be indirect. 

Q. 33. — in the event of a substitute being required for other taxa- 
tion that is abolished, the Chamber would not favour an increase in 
the rates of income-tax, as it is considered that the present rates are 
sufficient!}’ high. The Chamber would x)refer that any taxation abolished 
is made, good by indirect ta.xation. 

Qs. 34, 35 and 3G. — In the opinion of the Chamber, the ))rcscnt scheme 
of graduation is satisfactory, and it docs not favour any differentiation in 
favour of earned income or of .sums .slioivn to have been invested in 
productive cntcrijrises. 3’ho Chamber is further of opinion that it would 
bo imj)racticablo to make allowances for the number of i)er.sons .suj)iioricd 
out of i)articular incomes, as accurate data would be iniimssible to ob- 
tain. 

Q. 37. — As the Indian sui)cr-tax on companies was imposed as a 
War measure and a])i)roxijnatcs to the corporation tax in England, which 
has now been abolished, the Chamber is of ox)inion that early steps 
should be taken to discontinue the Indian companies’ super-tax. In the 
opinion of the Chamber, the commercial and industrial dcvclo])mcnt of 
the counti-y can bc.-5t be carried out by com])anies formed under the Indian 
Comimnies Act, 1913, and any taxation which directly falls on companies 
is considered to be incf|uitablc, in view of the fact that private compet- 
ing firms aro exempt. In the opinion of the Cbainbor, nothing .should bo 
done to discourage the formation of indigenous Umited companies. 

Q. 40. — The Chamber considers that the exemx^tion limit shoTild be 
fixed as low a.s practicable, and it is for Government to consider whether 
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a reduction to, say, Es. 1,500 would bring in an increase connncnsurato witli 
the cost of collection. 

Q. 41. — There probably is a certain amount of dishonesty in connec-- 
tion with income-tax returns, but the Chamber has no definite information, 
and it is generally accepted that the new income-tax department has 
resulted in the exercise of a much more efficient control and a more correct 
assessment of incomes. 

Q. 42.— The Ghaml)er would not object to a standard form for trading 
accounts, if one workable in practice could bo devised. It is not considered 
that any great difficulty would be met with in the case of merchants and 
traders, but it would bo more difficult in ' the case of manufacturing con- 
cerns. 

Q. 43. — The Chamber strongly opposes any publicity in income-tax 
returns, and considers that the present powers under the Act are sufficient 
to deal with an 3 ’ form of dishonest 3 ^ 

Q. 44. — The issue of tax-free securitfes was essentially a AVar measure 
designed to attract investors, and in the opinion of the Chamber, there 
is no reason wh 5 ' further issues of tax-free securities should be made. 

Q. 45. — In the opinion of the Chamber, income-tax could be deducted 
at time of pa 3 unent of a dividend on bearer securities. 

Q. 46. — The Chamber does not consider that any alteration is neces- 
sar 3 ' in the present provisioiis of the law relating to double taxation and 
the exemption from taxation of incomes derived from outside India. 

Q. 47.— The Chamber would prefer assessment on the three years’ 
avei'age as being more equitable than on the previous 3 -ears’ in- 
come. It is essential in the opinion of the Chamber that greater latitude 
should be allowed for setting off ti-ading losses and this can best be secured 
by adopting the three years’ average. 

Qs. 51, 52 and 53. — The Chamber is generally in agreement with the 
extract attached to this question and is of opinion that a tax on salt is 
in ever 3 ' respect an ideal one for India. The Chamber would also favour 
an increase in the existing salt tax as it considers that such an increase 
3vould impose no undue burden on the communit 3 ^ 

Qs. 61 and 62. — The Chamber would not favour the adoption by Govern- 
ment of a policy of total prohibition as it considers its enforcement would 
bo impracticable. The Chamber is howe%’-er in favour of heavy taxation on 
liquors, drugs and tobacco. In the event of a substitute being required for other 
taxation that is abolished, the Chamber would not object to increased duties 
on sugar with possibly a .small excise on indigenous sugar. In the opi- 
nion of the Chamber, the consumption 'of sugar is largely a luxury and 
is comparable to some extent with the use of stimulants in the form of 
alcohol, etc. 

Q. 78. — The Chamber is of opinion that a tariff imposed for revenue 
purposes should apply to all imports and should not be confined to a few 
selected articles in common use. 

Q, 80. — In the opinion of the Chamber, increased rates of dut 3 ' might 
with advantage be imposed on certain articles of luxury, viz., liquors, 
perfumciy, drugs, etc. 

Q. 82. — This Chamber has per.sistentl 3 " advocated an export duty' on 
raw hides and .skins and considers that the present rate might be enhanced 
without injury to the export trade of the country'. 

Q. 83. — On general broad lines the Chamber would prefer specific 
duties to ad valorem duties. 

Qs. 84 and 85. — The Chamber considers that the present sy'stem of 
tariff valuations woi-ks satisfactorily' and has no criticisms to offer on the 
present system of appraisement. 

Q. 137. — The Chamber agrees that duties on inheritance or succession 
should be among the first to be considered iu the event of new sources of 
taxation being required to replace old sources. At present, a difficulty 
exists in applying taxation of this natui-e in connection with Hindxi un- 
divided faniiles, but if legislation is undertaken, the tax, in the opinion 
of the Chamber, should apply' only' to the share of the deceased member 
of a joint family. 
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Messrs. Ross, Mackay and Ch;aham Ross gave oral evidence as 

follows : — 

The President. Q. — May we know whether the views you put forward 
are tliose of tlie Chamber of Commerce or j'our own pei-soiial views? 

A. — The 3 ' are the views of the Chamber of Commerce. 

Dr. Ilyder. Q. — ^In connection with jmur answer to Q. 13, I ask 
.you wliether j’ou think irrigation ought to be undertaken by Government 
or l)y a commercial body? 

A. — It ouglit to ho undertaken b.y Government. 

Q. — ^You don’t think it is a commercial or semi-commercial undertaking? 

A. — It is a semi-commercial undertaking from the Government point 
of view but not from ours. 

' The President. Q. — On Qs. 15 and -16, would you treat the irrigation 
enterprise as a whole and appl.v the surplus of the more favourable schemes 
to the less favourable ones? 

A. — T think, j’ou must treat it as a whole and get rather above the 
fair commercial return on them. 

Q. — ^Would J’OU have uniform rates in homogeneous areas? 

A. — I would not have unifoi’m rates. I think one scheme would give 
a much better return than another. 

Q. — ^IVould you base your rate on what the scheme costs jmu or on 
what the man can pay? 

A. — T think, generallj' speaking, j'ou would have to var.v the rate in 
the initial stages. In certain cases irrigation schemes will have to bring 
lands under cultivation which were not fertile before, and perhai^s would 
.not pa.y at first. Therefore .you will have to be prepared to accept rather 
a less return on new irrigation schemes compared with the other irrigation 
schemes of long standing. As the lands reach the same level of fertility, 
.you would level up the rates. 

Sir Percy Thompson. Q. — Supposing you have a very favourable 
scheme which gives a good return and you charge Es. 5 an acre per annum 
on it. Then you liave another unfavourable scheme which is much more 
expensive and in order to paj’ its way you have to charge Rs. 15 an acre 
and still the people there think it is not too high to pay having regard bo 
the benefits received bj' them. In that case Es. 5 on the first scheme is 
ridiculou.sl.y .small and the people would be willing to pa.v Es. 15. Having 
charged Es. 5 on the first scheme, will .vou keep it unaltered or split the 
diff’erence and charge both Es. 10? 

A. — No I don’t approve that. I would prefer that Government aim 
at, sn.v, a i-eturn of 8 per cent on all the irrigation scheines. I am not 
quite sure what percentage j’ou have now on the capital inve.sted hut 
I think 8 per cent a fairl.y moderate return. 

Q. — Mj' point is this. Supposing .vou have a certain number of 
schemes in existence with Es. 5 an acre and .you get what j’ou aim at, 
8 per cent or so. Then comes the que.stion of the initiation of other 
schemes which are going to bo more _ expensive and costlj'. Are' j’ou going 
to get the money from the scheme itself or from the Es. 5 people? 

A. — Quite so. If you have land which is going to he brought under 
cultivation and which is going to co.st R’s. 15 an acre, I do not see why 
the man who is able to bring liis land under irrigation for Es. 5 should 
be made to suffer. 

Q. — ^In the first instance, you ought never to have charged Es. 5, 
but you should have charged Es. 15 to start with. 

A. — Es. 5 would probably be not a very low charge in the initial stages 
of that scheme. 

Q. — ^May we assume that it was Es. 5 an acre and that Es. 5 
would pay the Government very handsomely and give 8 per cent or so? 
Now then the Government goes in for far more difficult schemes which 
exceed the cost of the other schemes and whjcli require much more 
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capital. Would tlio Govorniuont go to the five rupees people and 
saj': “Look liore ve are going in for very expensive schemes in other 
parts of the province and yon liave been paying only till now Rs. 5, will 
yon contribute something towards the other schemes?” Are they justified 
in asking this? 

A. — T think nn-self that each scheme ought to stand on its own. 

The President. Q. — When yon saj’ that each scheme ought to stand 
on its own, yon would see that each is making a good proportion of profits? 

A. — Yes, but not necessarily in the initial stages. 

7)r. Varnnipye. Q. — As the costlier .schemes are taken in hand, yon 
will find public o])inion being created against yon? 

A. — Yes, but T think it is a good business principle to take the oa.sj' 
schemes first. 

Q. — As long as yon do that and for_ instance .supply the needs of two 
districts, you will find those two di.stricts would always be against the 
other new schemes. 

A. — Not if each scheme is considei'ed individually. 

Q. — That would mean the Irrigation Department would not devolop. 
After all only few schemes would pay well. 

A. — Our aim should be to get the maximum rei.nrn out of the 
i?'rigation schemes individually. Further land in one may naturally 

bo more fcrtle than in another part. 

Q. — ^IVonld it not be better to liavc the accounts for each irrigation 
.scheme absolnteh’ separately? If you have separate accorints it may ho 
easier, but if you merge all the income from the irrigation schemes into 
the general revenues, the difficulty would he greater. 

A.— Yes. 

Dr. Hydcr. Q . — As business men you know that if you have different 
departments in one business some of them might pay well and some 
might not pay, but still you carry them on because they are necessary 
for other departments. Why shoiild you saj’ that in the case of irrigation, 
each must be judged on its merits and not on the wliole? After all, the 
funds are the same. 

A. — Tf one department does not pay, j’on cannot keep it on. You will 
have to close it down. 

Q. — Not necessarily. You may be quite sure that this particular 
department will pay in the end hut in the immediate future it may not 
be paying. Therefore are yon going to close down the business entirely? 

A. — Yes. We treat each department separately, and when it is 
established that a particular department does not pay we would certainly 
cio-e it down. 


Q. — Is there no such thing as development of one line of husine.ss? 
Would you not apply that ijrinciple to Governmental undertakings? 

A. — ^I do not quite understand your point. I do not quite see why 
each irrigation scheme should not he treated separately jiist as you treat 
each department separately. If a merchant firm is controlling two cotton 
mills there will be one cotton mill department, but each mill will he run 
separately. 

Q. — You may have other mills also. 


A.— It may be so, hut still we take the business as a whole and the 
returns of each mill would be kept separate. 

Q. — There is no sijch thing as commercial development in your busi- 
ness ? Suppose a certain business i.s dull and there is no market for it now, 
will you not wait and see whether it develops or not? 

A. — Tf you have liad any indications of a husine.ss developiim we 
would certainly wait and see, but not for an indefinite tune. If in the 
long run it does not paj’, we would close it down. 


The ilnharajadhiraja Bahadvr of Biirdiian. Q 
up the rates of one scheme so as to feed another, 
individual scheme on its merits? 


. — ^You would not screw 
You would treat each 


A.— Yes. 
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Q. — Sitppose in A sclieme the water-rate is Rs. 5 and in B scheme 
which is a new scheme the water-rate is Rs. 15, you would not, of course, 
object to the A scheme which miglit be a long-standing project giving from 
Rs. 5 to Rs. 7 l)ut you would not put the rates up simply for the sake of 
B scheme. 

A . — From the Government point of view you might possibly have to, 
but on general principle I would not allow one project to pay for another. 

The President. Q. — ^What we have to do is to determine the burden of 
taxation on particular classes of people. Supposing you tax tobacco, you 
would not consider it as voluntary and as such exclude it? 

A.— No. 


Dr. Dyder. Q. — ^You would not favour a tax on entertainments? 

A. — I am personally of opinion that a tax on entei'tainments will not 
jueld any substantial reveniie and would be negligible. At least in 
Madras it will yield nothing. 

Q. — ^A tax on railway tickets you would not favour? 

A.— No. 

The Maharajadhiraja Pahadnr of Bnrdwan. Q. — ^You do not favour 
an entertainment tax? 

A. — Not in the Madras Presidency. 

Q. — Supposing it was brought in, don’t you think that it will be 
safer to ha\m it in the hands of the Local Government rather than of the 
local bodies ? 

A. — I think it would be administei’ed more fairly by the Local Govern- 
ment, and there ^ will be a better chance of the tax being collected in a 
fairer way. If such a tax is imposed T would favour it being in the 
hands of the Local Government. 

Dr. Paranfpye. Q. — IVliat is your i-eason to think that it would nob 
be worth while to impose .such a tax? Are there not cinemas and theatres 
in Madras? 

A. — Thdl'c are some cinemas and I think there are four theatres. 
I should imagine that the scale of fees for admission is such that any 
tax imposed in addition to the present charge will bo resented. The 
charges now vary between four annas and three rupees. I doubt if it 
would stand a furtlier charge. 

Q. — ^IVhat about the race-course? 

A. — ^It is already pa 3 ’ing very hoavj' incoTue-tax, and also pays heavily 
in the amount of labour employed. 

Q. — ^In other places like Bombay and Calcutta racing is taxed. 

A. — In Bombay and Calcutta they are dealing in very much larger 
sums than we are in Madras. 

The Maharajadhiraja Bahadur of Bnrdwan. Q. — Your races are mostly 
in Guind.y, but not in the IMadras City. 

A. — ^Yes. 

The President. Q. — ^You say the race-course pays an income-tax, is it 
verj' miich ? 

A. — I say comparatively large sums. 

Dr. Paranjpye. Q. — ^IVhat is the proportion of the totalizator receipts? 

A. — ^It is very little. 

The President. - Q. — ^Ts there not actually a Bill before the Madras 
Council to impose a tax on entertainments? 

A. — I think so. 

Q. — ^You do not approve of the inanciples? 

A.— No. 

Dr. Dyder. Q. — With regard to terminal tax, you do not favour a 
tax on passengers? 

A.—No. 

Q. — ^What is your view about taxation on good.sF 
VI 1-18 
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A— As far as I know, I do not think there is any necessity for it. 
The railway rates for goods are at a fairly high level and any further 
tax might interfere with the free movement of goods. I think there is a 
danger of that in the imposition of a terminal tax. 

The President. Q. — There is a good deal of terminal tax in other parts 
of India. 

A. — think so in Bombay. 

Q. — Then you object to its introduction hero? 

A.— Yes. 

Q. — think there is a terminal tax on timber. 

A.— Yes. 

Q. — ^Do you think it affects the trade verj’ much? 

A. — No. It does not make much difference. 

Q. — Madras has probably an alternative tax in tolls. Do jmu pro- 
pose to have any further taxation? 

A. — I think tolls should be abolished. I cannot speak on that with 
anj' authority, Init I do not think people would object if you could always 
spend the income on the improveineut of roads. If all further taxation 
on cars and other forms of transport were spent on the roads and tended 
to improve the roads, etc., I think it would not be opposed. I think 
heavy taxation is resented because the roads especially out of the municipal 
limits are not at all good. Any form of taxation that would result in 
the improvement of roads would not ho opposed. 

Q. — Actually you have different forms of tax on transit in India. You 
have octroi, terminal tax and municipalisation of markets which bidngs in 
heavy fees on the sales and you have here tolls. You have no objection to it? 

A. — have no groat objection. 

Dr. Syder. Q. — ^You say at the end of your answers to Qs. 27, 
28 and 29, that “It also considers taxation a prpiicr accompaniment 
of representation and that the taxation should be indirect”. Well, the 
people who pay these taxes are all poor people. I ask you if they have 
any representation whatever in any legislative bodies or local b'odios. 
Therefore they would be paying the tax, but they would not have any 
representation ? 

A. — I thought this would be asked. We favoxir indirect taxation as 
direct taxation is easily evaded in many cases. I cannot quite see myself 
how j'ou could have indirect taxation as a jiroper accompaniment foi 
representation, but at the same time indirect taxation is the only way 
you can make each member pay something towards the upkeep of the 
Government. 

The President. Q. — You have a capitation tax in Burma, _ a house tax 
in Assam, a chowkidari tax in Bengal and the Punjab, also haisiyat in the 
Punjab. What you have corresponding to these here is the profession tax 
in the rural areas. Are yoii satisfied with that as far as it goes? 

A. — I have no information about it. 

Q. — We have been told that the small village trader and the money- 
lender escape taxation more than the others. Would you aijprove of a 
fresh tax on them? 

A. — ^I cannot express an opinion. 

Sir Percy Thompson. Q. — ^In reply to Q. 34, j'ou say that the present 
scheme of graduation is satisfactory. The English sj’stem was the same 
as the Indian system up to 1920 and then it was changed. One of the rea- 
sons why the sj'stem was given up was the difficulty of marginal relief. 
Suppose you have Rs. 10,000 as the point at which the rate changes. A 
man with Rs. 10,001 pays much more than the man with Rs. 10,000. Ho 
pays far more than the difference in the income of one rupee would justify. 
On the other hand, if you have a system of deducting a slice of the income 
levying up to a certain amount at half rates and the rest at full rates, 
you can get any sort of graduation you like and avoid the difficulties on 
account of the rates changing. I was wondering whether you thought 
that the Indian system had advantages to overcome difficulties of this 
sort. 

Mr. Graham Boss. A.— Put in that way, I do not suppose there is 
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Q. — ^Are j'ou in favour of tlio differeutiatioii of earned and unearned 
incomes in this counti-y? May I suggest to you one difference in this 
respect between Indian and Burox)ean conditions? The largest amount of 
uneaimed income is rents and it ivould be ridiculous to charge a small 
amount of unearned income, when the vast volume of such income, viz,, 
rents, is not charged at all. Do you accept that as fair? 

il/r. Graham Boss. A. — The point is that there should be a difference 
between earned and unearned incomes. 

Q. — Prhna facie, you obviously would say that a man who is drawing 
Ils.' 5,000 a year from investments is in a better position and has a better 
capacity to pay than a man who has a precarious salary of the same 
amount; and he can affoi-d to paj* more bj' way of income-tax. 

illr. Graham Boss. A. — ^Apart from lands I doubt very much if there 
is much unearned income in India. 

Q. — The suggestion I was making was that it woiild be an anomaly to 
make a distinction between earned and unearned income, when as a matter 
of fact the main source of unearned income is not taxed at all. 

Mr. Graham Boss. A. — Quite so. 

Q. — ^The Indian super-tax on companies is very analogous to the 
English corporation profits tax. The case for it in England disappeared 
Avhon in 1922 it was enacted that under certain circumstances super-tax 
might be charged on the undistributed profits of companies. There is no 
provision of that kind in India, and therefore a limited company has an 
advantage as compared with a i)rivate firm. A private firm is charged 
on the whole of the profits it gets, whether distributed or not. Super-tax 
is only paid by a limited company to the extent that its profits are distri- 
buted. 

Mr. Machay. A. — ^IVe feel that in competition with private firms limited 
companies have a disadvantage owing to the 61 per cent super-tax that 
the companies have to pay. 

Q. — ^What you really mean is that 61 per cent is too high a price to 
paj' for this advantage. 

A. — ^Yes. 

Q. — ^li\’’ould you agree that there is a case for charging limited com- 
panies some kind of tax in view of their xu'ivileged positon regarding super- 
tax? 

3£r. Graham Boss. A. — 1 think we would do that, so long as it was 
not too high. 

Q. — There, is also the fact that a limited company does have some 
advantages in the matter of corporate finance and limited liability which 
private firms cannot have. 

Mr. Graham Boss. A . — ^Yes. It was in this connection that we said 
that we did not want to have anything done to stop the formation of 
Indian comjmuies. We thought that the formation of companies was so 
difficult in India that it would bo better not to do anything to stoj) it. 

Q. — ^But if the tax that you have to pay is not incommensurate with 
the advantages you get, then would you agree to super-tax? 

A.— Yes. 

Q, — ^'rliat being so, can you suggest any practical modification in the 
super-tax on companies ? 

Mr. Graham Boss. A. — At present if a company pays super-tax out of 
its profits, the shareholders of the company liable to super-tax have also 
to pay super-tax on the dividends. That tends to make wealthy people shy 
off sometimes. It is not a very attractive proposition to men of wealth to 
invest in comijanies. There is double taxation there. 

The President. Q. — ^There was an exaggerated case of that in Burma. 
A limited liability company may have money invested in a subsidiary com- 
pany and that company again may have money invested in another s\ib- 
sidiary company and so on. The last in the chain pays super-tax: the 
first subsidiary company has to pay super-tax on its dividend, and thus 
mper-tax may bo levied several times. 

A. — ^I think myself that the super-tax on companies is a mistake in 
view ot the need of development there is at present in India, 



Q. — ill a case like that, would you allow an abatement to a iiareut 
company for the payment of super-tax? 

A. — There are very few holding companies in Sladras, hut I consider 
that this super-tax tends against tlio fopiiation cf companies. I think it 
is a handicai). We are thinking of the need to develop trade and 
industi-y in India, and wo think it can best be done by the formation 
of companies. 

Sir Percy Thompson. Q. — Supposing you reduce it by half and make up 
the difference by taking awas* the 11s. 50,000 free allowance, how would that 
do? Can you see any reason why a company which has all rich share- 
holders and makes Rs. <19,000 should pay nothing, Avhile a company con- 
sisting of poor shareholders making 11s. 1,00,000 has to iiay super-tax? 

A. — That might bo done.* 

Q. — Isn’t it the case that a good many private companies arc formed 
hero with a vie^v to escape the payment of super-tax? 

A. — I do not think so, 

Q. — Don’t you think that a family concern is turned into a limited 
company simply to put the profits to reserve? 

Mr. Graham lioss. A. — I don’t know of a single instance of that kind 
in the Madras Presidonoy. 

Mr. T. M. Pass. — ^Another point in this connection is tliat a company 
is hit veiy hard as compared with a jirivato firm on account of municipal 
taxation. In every municipality where a company is trading or has a 
branch office, if the paid-uj) capital of the com 2 )any is 10 lakhs of rupees, 
it will have to pay Us. 500 a year to every municipality. I'hero are 
companies in Madras working in 20 .different municipalities paying 
11s. 500 a year in each. A private firm working alongside in the same 
business pays only to one municipality. 

Q.' — Is there not an alternative, to charge on the profits of companies? 

A. — Yes, hut if there is a cleric and a one-room office, it is called a 
branch office and each company having a branch office with 10' lakhs as 
capital has to pay Rs. 500 to every municijiality in the Presidency, quite 
irrespective of profits. It is assessed on the capital. Wo had this taken 
up by the Madras Government and I gave evidence at Ootacamund before 
an Enquiry Commission. It was agreed that it was wrong in principle 
that a company should pay to every municipality and a private firm only 
to one. 

The President. Q. — What was this Committee? 

Mr. T. M. Poss. A. — It was a committco formed last year to consider the 
revision of the District Jlunicipalitics Act. They dropped the proposal. The 
only reason they could give for making a diffoi-once was that a company 
was much more easy to got at. It does hit companies very hard. A 
largo company which has 200 branches throughout the Presidency pays 
at practically every branch the maximum amount under municipal tax- 
ation. 

Sir Percy Thompson. Q. — Do they in addition pay other taxes such 
as a tax on the annual value of the iiremises? 

A. — In municipalities, yes. 

Q. — With regard to the exemption limit, you think the principle in 
fixing a limit .should be simply administrative convenience. If the limit 
were Rs. 1,000, practically the number of assessces would bo doubled and 
the amount of extra revenue obtained relatively small. With Rs. 1,500 
as the limit, do you think you would get the same result? 

A.— We have said that the exomi)tion limit should bo fixed as low as 
practicable. 

Q. — Your answer to Q. 41; do you think there is much evasion hero? 

A. — ^I do not think so. 

Q-— We have been told that in many cases tax-payers keep different 
sets of books for income-tax purposes. 


*Thcro was some confusion over this question at first. Wo do not 
agree to taking away the Rs. ■50,000 free allowance. That would hit small 
companies and we wish to encourage such companies. s. 



il/r. Graham Boss. A.— I liare been an accountant licre for many 
years and I neror had the slightest 'suspicion of it. 

Mr jSfachaij. A. — It is more a tradition than the actual fact: I do 
not thiiik any Collector of Income-tax has seen duplicates of books. 

Dr Ryder. Q. — ^Don’t the Chettis keep two or three different kinds 
of books, one for the Income-tax Commissioner, one for the trade, etc.? 

A.— I think that is a tradition, not an actual fact. 

The President. Q. — Don’t j’ou think that in the case of income-tax 
returns the number of books brought before Chartered Accountants has 
increased very largely since the high ra'te was imposed? 

Mr. Graham Ross. A. — 1 don’t think so. It has increased since the 
new income-tax administration has come in, that is to say, the 
income-tax authorities have begun to know something about their job, 
they are now able to investigate the accounts better. 

Q. — In the old days it was a case of happy guessing: they increased 
and increased until you got somewhere near the actuals : then the man 
took the books to the Chartered Accountants, and not before then. 

Mr. Graham Ross. A. — I think it is due to the better administration 
of the Act. 

Sir Percy Thompson. Q. — I take it that in your view this new system 
of central administration is a distinct advantage. 

A. — ^It is a great advantage, because we get one line of argument 
throughout and things admissible in Bengal are now admissible in Madras. 
In tlie old days we had to fight for a point in Madras which was readily 
conceded in Bengal. 

' Q. — ^Please see Q. 43. In England you have what are called General 
Commissioners, who actually take part in the work of assessment. I was 
wondering whether you would think it dosii'ablo, in towns like Bombay, 
Calcutta and Madras, to have a uniform body, probably unpaid, who 
would have some voice in the making of asses-smcists or at any rate have 
judicial powers. 

dir. T. M'. Ro.ss. A. — We would oppose that hero: it is impossible to 
get an absolutely impartial body. 

Dr. Paranjpyc. Q. — Do you think that a body which, among otlioi's, 
would contain members of your Chamber would not properly look into 
the accounts of Chettis and other Indian assesseesP 

Mr. 2Iachay. A. — do not think they would be qualified. 

Sir Percy Thompson. Q. — At present there is an appeal from the 
Income-tax Officer to some superior officer. What do you say to having 
between the Income-tax Officer and his superior officer an unpaid hotly of 
unijrejudiced men ? 

A . — We had the question under discu.ssion last year and we definitely 
opposed it. _ Our view was that it would be absolutely impossible in Madras 
to get an impartial ))ody who would be accepted by the community at 
largo. 

Q. — So you advocate that the tax-payer should go straight to the 
superior officer from the Income-tax Officer. 

A.— We advocate an appeal to the High Court rather than an appeal 
to the body you mention. 

Q.— Suppose in. a case no question of law is involved, would you have 
an appeal to the High Court on a question of fact? 

A. — ^Yes. 

Q.-— But supposing the intermediate body was in favour of the tax- 
payer, I think the higher official would think twice before going against 
their view. Such a body, if constituted, would purely be in the interests 
of the tax-payer and not at all in the interests of the revenue. 

‘ Blr. Machay. A.— I see the advantages of an optional appeal t we 
would accept that. 

Mr. Grahani Ross. A. — I do not think, personally, that it is neces- 
sary here. As fai- as our dealings with the income-tax authorities are con- 
cerned, we do not have any difficulty in proving anything wo want to prove. 



142 


The President. Q. — Personally, have you filed a considerable number of 
appeals and are you satisfied with the decisions arrived at in those cases? 

A. — ^Yes. We may have had to_ appeal to the highest authority in 
some cases, but generally we are satisfied with the decisions. 

Q. — ^Is there a tendency for officials to support one another? 

Mr. Graham. Boss. A. — ^Possibly, but we have no complaints here in regard 
to the manner in which appeals have been dealt v.ith. 

Dr. Paranjpye. Q. — Would you say the same thing about Indian 
business men also, viz., that they have also no complaints to make about 
the manner in which appeals are disposed of? 

A. — ^^Ve have had considerable experience in regard to appeals and wo 
can say tliat we are generallj’ satisfied with the decisions of_ the appellate 
courts. We may have had to appeal to the Commissioner in some cases, 
but we generally get satisfaction in the end. 

Mr. Graham Boss. A. — ^As a rule, we have had no cause for complaint. 

Sir Percy Thompson. Q. — ^You say “The Chamber would prefer assess- 
ment on the three 3 ’eai-s’ average as being more equitable than on the 
previous j-ear’s income”. That is curious, because the agitation in England 
in 1919 was to change the three years’ i>rinciple to the previous year’s 
system. 

A . — 'Wc have no objection to that provided setting off losses is allowed. 
Everj’ question of providing relief has been turned domi; and the only 
alternative seems to be to go back to the three years’ average. If there is 
any intention of the Government to give us relief for the losses, certainly 
we would prefer the previous year’s system. 

Q. — ^How Jong should the carrying forward of losses go on? 

A. — It is very difficult to say. 

Q. — Suppose a man had made a tremendous loss in one year; you can- 
not carry it on for 20 years. The question is whether you could carry it 
forward for one year or two years. 

A. — I think in a majority of cases, we will be satisfied with one year. 

The President. Q. — ^You could not allow that unless the assessees are 
producing their books every year. 

A.— Yes. 

Q. — ^With regard to Q. 42, do you think it is practicable? 

A. — The advantage would bo entirely for the income-tax authorities. 
It would enable them, if you had a standard form of accounts, to compare 
the results of, saj', hides merchants or piece-goods merchants. 

Q. — ^You are in favour of increasing the salt tax? 

A. — ^Yes. 

Q. — ^You do not favour total prohibition. As representing largo em- 
ployers of labocir, do .you find that the necessitj' for prohibition exists in 
the shape of marked decrease in the industrial efficiency of jmur workmen? 

A. — ^IVe do not speak from the point of view of largo omiiloj’crs of 
labour. 

Q. — Is there a marked absenteeism on the day after the holiday? 

A.— No. 

Dr. Paranjpye. Q. — On the day after the paj^-day? 

A.— No. 

The President. Q. — ^Would you object to the increased duty on sugar? 

A.— No. 

Q. — ^How would you levy the excise on indigenous sugar? 

A. — ^It would be very difficult. 

Br. Paranjpye. Q. — Would the duty be on indigenous raw sugar .or 
refined sugar? 

A. — ^It is for the Government to provide the means to tax. 

Q. — Even raw sugar? 

A.— Yes. 
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Q. — That ■R'ould be very difficult, 

A. — ^Yes; we realise it. 

Q.— The sugar factories will only he a few and you can get at them, 

A . — Yes. 

The President. Q. — ^Have you any scheme for an excise on tobacco? 
— j^o. We realise the difficulty of collecting the excise on tobacco. 

Q. — ^AVe find in Burma they charge crop rates. 

A. — ^Yesj that might be done. 

Sir Percy Thompson. Q. — The difficulty is in the varying yields of 
land? 

A. — ^Yes; there are practical difficulties. 

The President. Q. — ^The other scheme is that you should auction the 
monopoly of vend in an area consisting of, say, 20 or 30 villages; the culti- 
vator would be required to sell his produce either to the monopolists of his 
area or to the monopolist of some other area or to a licensed trader or 
exporter. That would be for country tobacco only. You have a fixed fee 
license for manufactured tobacco as you have for imported tobacco. 

A. — ^It seems to be a practical suggestion. 

„ Q. — ^Have you any knowledge of the Pondicherry tobacco system? 

A. — ^No; we have no definite information about it. 

Q. — ^You think that the tariff should be applied to all imports? 

A. — Yes, for revenue purposes. 

Q. — ^And you would increase dutj’ on liquors and drugs? Is it not 
already high enough? 

A. — ^It is high; but the public can pay even higher rates, 

Q. — ^Perfumery — because there is .spirit in it? 

A. — ^Because it is a luxury. 

Q, — ^How do you collect the duty on drugs and patent medicines? 

A. — ^By stamps. 

Q. — ^Would you advocate an excise on patent medicines — a local stamp 
duty? 

A — Yes. 

Q. — On perfumery too? 

A. — ^Yes. 

Sir Percy Thompson. Q. — ^You would generally agree with the proposi- 
tion that you should not impose an exi)oi-t dutj’ o)i any article unless it is 
in the nature of a monopoly. 

A. — ^Yes, generally speaking; because, if you do impose exi>ort duties 
on articles which are not more or less a monopoly, you penalise them 
in competition with other parts of the world. 

Q. — ^You would not say that hides is a monopoly? 

A.— No. 

l)r. Paranjpye. Q.— Would you have also an export duty on oil-seeds? 

A. — ^No; because Indian oil-seeds are in serious 'competition with other 
parts of the world. 

Q.— But would not the same argument apply to this also, and would 
not the oil-cake be retained in this country? 

A. — ^llodern oil-mills have been established in the Madras Presidency 
and have not been successful. 

Q- — ^If there had been an export duty iierhaps they would have been 
succes.sful. 

A. — ^It may possibly be so; but I doubt it. 

Q- — ^You are generally in favour of death duties? 

A. — ^Yes, for revenue purposes. 

Q.— Have you formed any estimate of what they would yield? 

A.— No, ' 
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Q.—What is your idea of the -way in whicli tlio joint Hindu family 
should ho treated? 

A. — We have stated that it should he on the share of the deceased 
member of the family. We realise it is very difficult to properly estimate 
the share. 

Q. — The share probably can easily be estimated. Now the principle 
on which death duties are levied in other countries is that the property 
passes on death. But in India property passes not only on the death of 
a member but also on the birth of a member. When a male child is born 
to a Hindu, it immediately becomes the owner of a certain amount of the 
property. That being so, how would you treat a Hindu family as compared 
with a non-Hindu family? 

A. — ^We realise there are very many' practical difficulties in the way. 

Q. — Would you have two kinds of duties — an estate duty .and a 
legacy or succession duty as in England? 

A. — T do not know; it would be difficult to apply them here. 

Q. — The estate duty, of course, would be according to a certain rate cn 
the whole estate left. Legacy duty will probably vary with the degree 
of relationship of the legatee. 

A. — ^If they can be applied, you can have both. I do not know what 
the practical difficulties would be. • 

Q. — Do you think these death duties should be administered provinci- 
ally? 

A. — No; they must be centralised. 

Q. — I suppose that you contemplate that at least part of these duties 
should go to the provinces. 

A. — ^Yes; but it is very difficitlt to express an opinion about the pro- 
portion. 

The President. Q. — You have not said anything about stamps. 

A. — ^But we may say that the increased stamp duty on hundis 
or negotiable instruments tends to operate against the extension of 
modern banking in India specially at up-country places. Parties prefer 
to borrow on Khathas (current accounts) instead of making Inmdis or 
of drawing promissory notes. » 

Q. — ^With regard to Q. 147 — division of proceeds — also you have not 
said anything. 

A. — ^We do not think the Chamber is well qualified to express an 
opinion on the subject. 

Q. — ^We had a discussion with three representatives of the Euroi^ean 
commercial community at Delhi and they seemed to favour a common 
scheme. We have got three methods of dividing. One is the separation 
of sources, giving each Government particular taxes; the other is the ad- 
ministration by one authority and division of the proceeds and the third 
is the adding of a local share to the imperial tax. Now we have to see 
which method would be suitable to each of the taxes. With regard to 
land revenue, it is perfectly obvious that it must be left to the provinces; 
customs, to the Government of India. With regard to the export duties, 
Bengal wants jute export duty, Burma rice export duty and so on. I^iat 
would be the view of .your Chamber? 

A. — ^I think they have a strong claim on the duties paid on the articles 
in that province. But it is very difficult to arrive at any proportion. 

Q. — It was suggested that it might be fixed with reference to the ex- 
penses of the province. For instance, Assam has to ijrovide roads for 
the tea estates and Bengal to provide for the jute industries and that means 
a lot of money. 

A. — That seems to be a fair demand. Of course, income-tax must bo 
central. 

Q. — ^How would you determine the share of the provinces? There are 
two points. The first is, how are you going to divide the taxable income 
and how to get at tjie provinces’ share of the tax levied. The second is, 
it was suggested that the provinces should take a basic rate, that all pro- 
vinces, for instance, should be allowed an anna in the • rupee and the 
Government of India might take as much as they liked. The provinces 
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would get their anna and no jnore. Then comes the accounting question as 
to how you should allocate the taxable income to the province ot origin or 
the province of residence. 

A . — "We cannot say what would be considered a fair division, I think it 
must be more or less arbitrai-y. 

Q. — Do you think it is practicable for a committee of Chartered 
Accountants to arrive at an equitable basis? 

A. — ^They would arrive at something. 

Q. — ^Death duties should be central? 

A.— Yes. 

Q. — Stamp duties on transactions centrally governed? 

A. — But I do not see how you can make a fair division between each 
province. 
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5th May 1925, 

BANGAIiOB.1;. 

Present : 

Sir Charlhs ToimuNTF.n, k.c.s.i., i.c.s., President. 

Sir Buay Chanj) Mahtab, g.c.i.e., k.c.s.i., 1.0.31., ]\rnlmrajadliiraja 

Bahadur of Burdivan. 

Sir Pr.iicy Tiiompsox, K.a.r,., c.ii. 

Dr. R. R. Paiiax.ipit. 

Dr. L. K. Hyder, m.l.a. 


3VIr. G. T. BOAG, I.C.S., Commissioner of the Corporation of Madras, 

was examined. 


Written memorandum of Mr. Boag‘. 

Q. 106. — ^Tho lu'ojjo.'iition, that the niniii criterion for levj’ing tho taxes 
in the case of national or onerous services administered by Joenl bodies is 
the ability to pay, niaj’ ho accepted. But tho otlier proposition that in tho 
case of local or beneficial services tho main criterion js the measure of the 
benefits received needs to bo safeguarded by the proviso that in estimating 
the measure of these benefits, nob only tho near, but also thc_ more distant 
future is to bo taken into consideration. For it •would ho inadvisable to 
concede that the rate-payor has a right to expect tangible proof of rho 
benefits conferred upon himself for his payment of tho tax. It is well 
known that some great schemes for the improvement of a locality take long 
years to complete and that the tax-payer tends to bo discontented in the 
meanwhile. TIio drainage scheme in this Corporation is an instance of this. 
Though it is many years since wo embarked on this undertaking, we have 
not neared its completion yet. The same thing may bo said of the child 
welfare scheme which has not yet attained its full growth. These schemes 
give rise to a deal of unsympathetic criticism, even though they ai'e admitted 
by the great majority to be beneficial. 

0. 107. — The first portion of the question cannot bo answered in the 
absence of the schedule i-oferred to therein. As regards tho second portion, 
I am of opinion that the levy of certain siiecified taxes should bo imperative. 
A local body should not bo allowed to choose tho taxes which it should 
levy. Property tax and vehicle and animal tax are tho most natural and 
common sources of municipal i-ovonuo. Local bodies ought to bo compelled 
to levy these taxes. If the main taxes are not specified, there will bo no 
uuiformit 3 ' in procedure in the same district or presidencj’. 

Q. 108. — The three kinds of taxes,, viz., octroi, house and land tax and 
land-cess should continue wherever thes’ exist. Thej* are reasonable in them- 
selves. Moreover, people have become accustomed to those taxes and their 
abolition is quite nnnecessarj'. 

Q. 109.—The only octroi duty in this Corporation is tho timber tax 
which is levied on all kinds of timber imported into the citj’. Armitage 
Smith’s criticism of this dutj' does not in any respect apply to this timber 
tax which is not clumsy or costly in collection and which cannot be evaded in 
the ease of imports bj^ sea or bj^ rail. As such imiiorts account for over 
Q5 per cent of the total revenue from this source in this city, the t fiances 
of evasion are very small indeed. 

This criticism does not also apply to the terminal tax, the levy of which 
by this Corporation is under consideration. Lleans of long distance com- 
munication having been restricted to railways and shipping this tax can bo 
easily collected through the agencj'_ of the railwaj' authorities and tho 
Madras Port Trust, if necessaiy, just in the same waj’ as the tax on timber 
)S being recovered. 


Ill its geueral apiilication the criticism has great^ force. _ Octroi is 
geiierallj' levied oii tobacco, opium and other Indian cdmiiiodities. When 
the commodity is valuable, i.e., ■when its bulk is small in comparisoo. to its 
price, the octroi on it is liable to be extensively evaded. 

Q. 110.— I am unable to answer the first part of this cxiiestiou. The 
second part has been answered in the previous paragraphs. 

Q. 111.— A municipal administration must have several sources of in- 
come so that even if one fails it ma 3 ’' fall back on another. The tolls on 
vehicles entering the citj' add appreciablj’' to its income. Moreover, _ so 
long as vehicles and animals in the city are taxed, tolls 'ought to be levied 
on those entering the cit 5 ' from outside, because the in-coming vehicles enjoy 
the benefits of good roads and other amenities of the city without in any 
waj' contribxiting to their upkeep ; also absence of tolls might induce residents 
of the city to keei? their animals and vehicles outside and so evade pajunent 
of tax. A distance of ten miles between one toll gate and another on roads 
outside miinicipal limits may be considered reasonable. 

Q. 112. — ^The whole of tho house and land tax should, I think, be 
ordinarily levied only from the owner. The owner of a property is the only 
person whom avc can approach for pajunent alwaj'S. In manj' cases the occu- 
pier may be constantly changing and the same building may have many occu- 
piers so that there will be difiicultj' in distribution as well as in aiJpoi'tion- 
ment. 

Tho owner can alwaj'S shift the burden of the tax on to the occupier 
by fixing his rent so as to include the_ taxes j)ayable. The only case in 
which the tax might reasonably be levied from a person other than the 
owner, is where a lessee sublets a house and therebj' makes a iirofit. There 
have been many such cases in hladras city. I think that in these cases the 
tax on the difference should be recovered from tho lessee. 

Q. 113. — Tho principal reason whj' the rate of tax on lands and build- 
ings is limited appears to be to prevent local bodies from levjung a heavy 
tax on the -people. But the power to fix the rate of taxation is in the 
hands of popular bodies; in this city it is with the Council which has an 
elected majority. These popular bodies are always averse to any increase 
in taxation and it is quite improbable that they would unnecessarily en- 
•hance the rate of property tax. There appears therefore to be no verj' 
good reason for limiting the power of a local authority to levy whatever 
rate of property tax it may think necessary. In fact there is no such 
limitation in the Madras City Municipal Act IV of 1919. In the old Act 
III of 1904 the maximum rate of property tax was fi.xed and the tax u'as 
levied at the maximum rate. The desire on the part of the local bodies to 
have recourse to other forms of taxation docs not necessarily arise out of 
the limitation of its power to levy the proi^erty tax at whatever rate it 
may choose, but from the desirability of tapping additional sources ot 
revenue. 

•Q. 114. — In the Jladras Corporation the limit of absolute exemption is 
Rs. 18 (annual value). The Council has the power of exempting buildings 
with an annual valu'e of Es. 36. This iiower has been exercised so that lands 
and buildings with an annual value of Es. 36 will hereafter be exempt 
from taxation. This limit of exemption may be considered reasonable. It 
exempts the poorer classes ivho cannot bear anj^ tax. 

Q. 11-5. — It is a good principle to assess all vacant lands within munici- 
pal limits whether put to use or not. This is what is being done at 
present. It prevents omiers of land not attached to buildings from keeping 
thpm vacant and thus Increasing the housing difficulty. It is best to assess 
these lands only on their undeveloped values. Proviso (c) to section 102 of 
the" City' Municipal Act provides a good method of rating them. 

It might be a good principle also to exempt improvements for a certain 
number ot years only. When the owner of a vacant piece of land erects 
a building on it, the building may be exempt Iroin taxation for a certain 
period, say^four or five years. This would be an encouragement to people to 
build houses. 

Q. 116 (a ). — ^In the amount of revenue realised by this Corporation, 
the profession tax and the tax on comxDanies rank next to the jiroperty- tax. 
The profession tax is a reasonable source of income to the Corporation, 
though some adversely critibise it as an additional income-tax. But the 
division of tho persons liable to this tax into a few broad classes assessed 
on income may be considered to be the best metliod of assessment. The 



Calcutta Municipal Act of 1923 adopts a slightly difforcnt principle, and 
under it the highest profession tax paid bj' a barrister or vakil is Rs. oO 
whether his average income is Rs. 5.000 a mouth or Rs. 500 a month. Iho 
“Madras Act provides a better method under which thp barrister or vakil 
paj's roughly in iiroportion to his income. The profession tax has recently 
been introduced by the Bombay Corporation and one or two municipalities 
in Northern India. 

(h ). — ^Tlie tax on companies is also another good source of income. 
Under the City Municipal Act this Corporation levies the tax on the paid- 
up capital of a company whether it has its head office in tho city ’ itself 
and transacts business or whether it does its business through a branch 
office, agent or firm. In some cases this procedure works manifest injustice. 
Take for example two companies with tho same jiaid-up caiiital. One 
compan 3 ^ maj’ bo making double or treble tho profit that the other com- 
pany may be making. But all the same they have to pay the same tax. 
In tho case of foreign companies which have branch offices or agents or 
firms to rein’esent them they are considered as companies incorjporated in. this 
citj' and are taxed on their entire paid-up capital, irrcspcctiv'c of the fact 
that only a small portion of that capita! may be put to use in tho local 
branch itself. It would be fairer to asse-ss such foreign companies on a 
proportion of their main capital (saj- a quai ter), or on tho total turnover. 

(c). — A manufacturing tax on cotton is not levied b^’ this Corporation. 

Q. 117. — Granls-in-aid should be given from the general Governmental 
funds to finance a national or onerous .service in aii}- area administered 
bj’ a local bodj’. It is always advisable to earmark those grants for particular 
forms of the exi)cnditure. Thej’ should not 1)0 given ns unconditional contri- 
butions which local bodies maj' spend in other waj’s than those in which the 
Government intended the grants to be utilised. 

Tho basis of such subsidies should be a fair division for tho cost of 

S roviding tho national or onerous seryice between the local bodj' and tho 
ovornment. This dopoiuls upon tho taxable cajjacity of tho rate-payors of 
tho locality and the ability of tho local bodj’ to bear tho expenditure. 

Q. 118, — There is no_ doubt of tho fact that there exisfe a sufficient 
stimulus in India to maintain a sufficient standard of efficiency in such 
services as education, sanitation and road maintenance. In this Corjiora- 
tion, for example, a scheme of compulsory education is being progressively 
pushed through and tho Council has recently passed a resolution to levy 
an education tax of 1 per cent of the annual value of lands and buildings 
in the cit 3 ^ 

Q. 167. — This statement contains a truth which will bo borne out by 
persons experienced in revenue administration. Even when there is central 
control of the procc.ss of assessment there needs to bo a careful and vigilant 
scrutin.y over assessments to, ensure absolute correctness and to avoid any 
disparity between one asses.s'ce and another. 

Q. 171. — In mj' experience 1 hai'O found that tho indopondonco of tho 
officers responsible for assessment from any control on the part of the 
electorates is absolutolj' necessary. 'When the assessing officer is dopoudont, 
directly or indirectl.v, for tho retention of his office, on tlie will of tlio 
electorate a high standard of efficiency cannot bo oxpectoll. Such an officer 
would naturally hesitate to do anything that would moot with tho dis- 
approval of tho electorates. It would therefore bo tho best thing to keep 
tho assessing officer quite independent of tho olcctorato. 


Mr.- Boag' gave oral evidence as follows 

'The Presideni, Q. — ^You are tho permanent Commissioner of the Madras 
Corporation P 

A.— Yes. 

Q. — ^YoU have had considerable oxporionce as a Sottlomout Officer P 
A. — ^Yes, I was a Settlement Officer for nearly five j-ears. 

. Paranjpye. Q. — ^Wliat is tho position of the Commissioner, is it 
sometliing like tho Chief Executive Ofliccr in Bombay P 

A. — Yes. 
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&’tr Percv Thompson. Q— Tinder tlio Madras City Municipal Act, you 
have a statutory function to perform? 

A.— Yes. 

Q. — You are quite independent of the electorate? 

A. — ^Yes. 

Q. — You are onty responsible to the i\Iadras Government, I think? 

— ^No. I think I am responsible to the Corporation. X am rather a 
servant of the Corporation. 

Q. — There is a provision, no doubt, in the Act that “the Governor in 
Council may at any time remove the Commissioner from office, and shall do 
so, if at a special meeting of the Council called for the purpose not less 
than 33 Councillors vote for such removal”. But only the Governor can 
dismiss the Commissioner, I think? 

- A.— Yes. 

Dr. Ryder. Q.— The Chief Executive Officer of the JMadras Corporatioji 
has always been an official? 

A. — ^Under the old Act tlierb was no Commissioner, but there was 
a President who was appointed by the Governinojit. Since the new Act came 
into force, the first Commissioner Avas a non-official. 

Sir Percy Thompson. Q. — Have you any concern at all with tlio 
deliberations of the Council or their policy? 

A . — I have a right to attend the meetings of the Council and I can 
speak whenever it is necessary. The President can require luy attendance 
at any meeting. 

Q. — =If any resolution is passed by the Council yon are bound to cany it 

out? 

A. — ^Yes. 

Q. — ^Eveu if the resolution Avas ultra vires? 

A. — ^In that case I would point out that they have exceeded their 
power's. 

Q. — ^Would there bo any appeal to anybody? 

A. — I suppose the GoA'crnment is the final arbiter in a matter of this 

sort. 

Dr. Paranjpye. Q. — You have statutory poAvers to make appointments 
under the Corporation? 

A. — ^Yes, except in the case of three officials — -the Bevenue Officer, Engi- 
neer and Health Officer, which appointments are made by the Corporation, 
subject to the confirmation of the Governor in Council — ^the appointments 
are made by me._ Appointments cai-rying more than a salary of Es. 500 
require the sanction of the Council. 

Q. — TTffio presents the budget to .the Council every year? 

A. — I present the budget to the Council every year. 

Q. — Who is responsible for the actual carrying out of the budget? 

A. — I do it myself. 

Q. — ^How many standing committees have you? 

A.— -There are four stauding committees, one for Taxation and Finance 
one for Works, one for Health and another for Education. 

Q. — ^There is no general standing committee? 

A.— No. 

_ Sir Percy Thomi)son. Q.— With regard to the question of the distinc- 
tion between onerous and beneficial services you say, that the child Avel- 
fare scheme can bo considered a beneficial service. Is it not rather a 
national serAuce? 

,, simply quoting from IMadras, Avhero the Corporation mana<^Gs 

the child Avelfare scheme for the city. 

Q. — So, it does for education P ■ 

A. — Yes, to a limited extent. 

locftl^s^vice regai;ded as a -national service and not a 
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A. — ^Yes, -when I answered this question, I was not distinguishing it in 
that sense, but I was distinguishing it on the ground of the body responsi- 
ble for carrying out the work. 

Q. — In your answer to Q. 107, you say that local bodies ought Lo bo 
compelled to levy the property tax aud vehicle and animal tax. But you 
are aware that in large parts of India, neither of these taxes are levied 
bj* any municipality? 

A . — J was not aware of that. 

Q. — In a good many parts of Northern India, practically the whole of 
the taxation is composed of octroi and termina] tax. 

A. — My experience lias always been of iMadras whore the property tax 
is universal. 

The President. Q. — ^Yoti say you cannot answer the first portion of 
Q. 107 in the absence of the schedule referred to therein. The schedule 
referred to is the schedule to the Devolution Buies. One specific instance 
of a tax Avhich I think it is proposed to allow the Corporation to impose 
hut which is not in the schedule is the tax on amusements, 

A.— Yes. 

Q. — A question has been raised before us whether it is wise to give 
the local bodies the power to levy that tax, the alternative course being 
that Government should impose the tax and collect it and then hand over 
the proceeds to the local bodies. The point is whether it is liable to lead to 
class taxation if a municipality is given power to impose the tax. 

The Maharajadhiraja Bahadur of Burdwan. Q. — The idea is this. Take 
a city like Calcutta whore there is an amusement tax or gambling tax. The 
tax falls on most of the institutions or organizations, e.g., races, - theatres 
and cinemas, that are controlled by Europeans, and largely people who attend 
these institutions are Europeans, at least they outnumber the other com- 
munities, and therefore at the present moment it would probably be advis- 
able to give the control to the Local Government so as to avoid any racial 
prejudice or racial airimosity arising out of these taxes. Therefore, I want 
to know your own opinion in a matter of this sort. Supposing such 
a tax is levied, do you think it will be better, as the President has just now 
remarked, for Government to impose it, and then if necessary, give the pro- 
ceeds to the local bodies, instead of allowing the local. bodies to lei^ it 
themselves ? 

A. — ^M’'ell, as far as I am aware and as far as Madras is concerned, I do 
not think there will be any question of class feeling. All classes go to 
amusements, 

Br. Paranji)ye. Q. — You have not heard of a tax which is deliberately 
intended to fall on one particular community and not another? 

A. — No, not in Madras. 

Q. — The constitution of the Madras Corporation is such that it would 
not be possible, except perhaps on Brahmins? 

A. — I should not like to say that. 

The President. Q. — Supposing you had legislation which gives the 
Corporation the power to levy taxes on amusements, e.g., on the race- 
course, would it not exercise considerable influence upon the proposal to 
inclirde Saidapet and its surroundings within the Coi’poration limits? 

A. — Probably. 

Q. — Therefore it would raise a considerable class question? 

A. — Not so much 'a class question as the question of taking measures to 
suppress gambling. 

Q. — Another tax Avhich has lieen suggested is a tax on advertisements. 
I think this is not a tax belonging to the local bodies. 

A. — ^It is not in this schedule? 

Q.— No. 

A. — What T am thinking is this. We a're at the present moment in 
the Corporation preparing by-laws regulating the advertisements posted on 
trees, walls and roads which belong to the Corporation, and we propose to 
le'^’y a fee for them. Probably, it is an infringement of the prerogative of 
Government. 
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Q. — ^You would rather like to haro tliis power? 

A. — Yes. 

Q. — Would you please see the schedule under the head “Terminal tax on 
■goods”. You can levy it “only in a local area where an octroi was not 
levied on or befoi-e the 6th July 1917”. You cannot levy it in Madras with- 
out the sanction of the Government of India. 

' A. — Yes. 

Q. — ^But you have already got an octroi on timlmr. 

A. — Yes. It has been levied only since the present Act came into force, 
i.e., 1919. 

• Q. — I thijik it was already in force. 

A. — I don’t think so. 

Sir Percy Tliomiysoii. Q. — ^Assuming there was an octroi on timber prior 
to 1917, w'ould it not give power to levy a terminal tax? 

A. — J. do not know. I should explain that when I spoke of a terminal tax, 
I was not referring to a tax on goods, hut 1 was referring to a tax on 
persons similar to the tax which is in force in Calcutta. 

Dr. Panmniyc. Q.— I see. Is it something like a pilgrim tax? 

A. — ^Yes. 

The President. Q. — Is not your tiinhei^" octroi practically a terminal 
tax now? 

A. — In the sense that we give a rebate on timber 'which is exported 
from the cit 3 \ But we le\" 3 " it on the roads and canals as well as on the 
railway and Port Trust. We do it through the toll contractors. 

Br. Paranjpye. Q. — Is there a good deal of timber exported from 
Madras ? 

A. — ^Yes, a great deal. We get a lot of teak from Burma, and it is 
sent up-country from Madras. 

Sir Percy r/ioiiipso?i. Q'. — Is it a fact that there is a lot of trouble 
about refunds? 

A. — ^That is a general complaint. I have heard it very often. I do 
not think there is any real difficultj- beyond a question of delay. 

The President. A further suggestion has been made for the trans- 
fer of stamp duties to the local bodies. We are hearing all round the 
country that the rates of stamp dutj' ought to he fixed by all-India legisla- 
tion. There is already difficultj' over provincial differences. 

Sjr Percy Thomjnson. Who has proposed it? 

The President. The IMadras Government has proposed it. 

Q. — ^You know you have power to levy a surcharge on the stamp duty on 
transfers of property already, and there is no difficulty in it. 

A. — ^No.^ 

Sir Percy Thompson Yes. That is different. 

Sir Percy Thompson. Q. — In j’our answer to Q. 108 do you mean that 
without any qualification, these three kinds of taxes are levied? In 
the United Provinces, you know, there was a pretty exhaustive enquiry 
in 1908 or thereabouts, and they came to the conclusron that octroi should 
Im replaced by terminal tax. I take it j'ou agree that if you start with a 
clean slate, octroi should not be levied. 

A. — Yes, certainlj'. 

The President. Q. — You actuallj' pi'efer octroi to terminal tax in the 
case of timber because of the refunds? 

A- — not quite know how the terminal tax works; it is a tax-col- 
^cted on goods which arrive in a place. From the point of view of the 
Corporation a terminal tax without refunds will be more paying. 

Sir Peny Thompson . Q. — I .should think octroi is much more suitable 
for timber in Madras than terminal tax. 

A. — ^Yes, I think so. 

Br. Paranjpye. Q. — ^Does the Coriioration have to provide facilities for 
handling the timber? ^ * 
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^No. As a matter of fact, the collection of the dut 3 ’ costs iis very 

little. ' We paj' a veiy small commission to the Port Trust and also to the 
railways for collecting this tax. 

Sir Percy Thompson.^ Q.— The machinery is really the terminal tax 
machinery ? 

A.— Yes. 

Q, — Therefore the system of having refunds is more equitable than if 
you had no refunds; otherwise you will be iiractically taxing the whole 
province. 

A.— Yes. 

T)r. Ilydcr. Q. — Is the revenue very largo, seeing that j'ou only pay the 
lock-hooper one impec for collecting it on the canals? 

A. — It is fairlj' largo, as there is all the firewood. We collect tlu’ough 
the lock-keeper and wo send our man often to chock his accounts. 

Q. — I read .somewhere it is one rupee. 

A. — ^I forget now what it is exactly. 

Sir Percy Thompson. Q. — Yoii saj' that ‘‘tolls ought to be levied on 
vehicles and animals entering the citj' from outside, because the incoming 
vehicles enjoy the benefits of good roads and other amenities”. I accept 
your arguments, hut is it not«a verj’ cumbrous sj’stom? Does it not lend to 
a lot of abuses? 

A. — Of cour.so, it is a nuisance, but it cannot ho helped, 

Q. — Don’t J’OU think there is a good deal of corruption? 

A. — A few cases have come to my notice. 

The President. Q. — Any vehicle that paj-s license fees to a numicU 
pality is free from the toll? 

A.— Yes, 

Sir Percy Thompson. Q . — ^Do not these vehicles pay these taxc.s in 
their own municipality ? 

A. — If they come from a municipality they do pay, but most of" them 
come from the villages where they do not pay anything. 

The President. Q. — Was there not a conflict hotween the Saidapot 
IVIunieipalitj' and the IMadras Corporation about the tolls? 

A. — Yes, there was some troxiblo about it, but wo afterwards came to 
a compromise. Wo subsidised the Saidapet IMunicipality to remove .their 
gates. Wo pay them Rs. 6,000 to coinponsate for the removal of the gates 
and the loss of the tolls that they Avould get on the vehicles coming into 
Saidapet from outside, i.e., from Jladras. 


Pr. Uyder. Q. — Is there auj- other waj’ of keeping the roads in order 
than b^’ tolls? 

A. — At present we get Rs. 70,000 from tolls. I do not quite see how 
you could get this amount without tolls. 

Sir Percy Thompson. Q. — ^Do not the carts come to the markets? 
Could you not get something in market fees? 

A. — I think this would affect very few of them. 

Q. — If a cart came into one of your markets, who would be charged? 

A. — ^The .stall-keeper is charged. 

The President. Q . — Do you charge private markets heavily? 

A. — No. So far as I remember the highest fee wo charge is Rs. 100, 

. Q- Isn’t it the policy' to tax them out of existence and set up muni- 
cipal markets? 


. A.— I don’t remember that the Corporation has ever expresslv adopted 
this policy. i - X 


• 1 h>tr Percy Ihompson. Q.— Isn’t there this to be said against tolls, 
that outside people keep up the roads in kladras, but the kladras residents 
get most of the benefit out of them? 


T entirely that a toll in itself is a bad thing, but before 

1 agree to abolish the tolls round Sladras, I should like to be certain that 
ue could secure an equivalent revenue by some other means. 
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The President. Q. — The only alternative to the toll vould he a vehicle 
tax levied throughout the district, 

A. — Yes, but I think that would be difficult to collect. 

Q, — ^You would be unable to distiuguish between farm carts and vehi- 
cles used for transport purposes? 

A. — ^Yes. 

Sir Percy Thompson. Q. — Suppose you have a large town oii, the border 
of a province and another in another province two miles away. Suppose 
also the former town levies a toll, because the people from the latter use 
the roads of the former. The latter town does not have a toll j it keeps up its 
roads 1)5' some other tax. Won’t the i^eople of the second town sa5' that 
they are unfairly treated in the matter of the toll levied bs”^ the fonner 
town ? 

A. — The answer is that it is always open to them to put up) tolls. 

Q. — It comes to this : no one has been able to devise a substitute. 

A. — ^Yes. 

The President. One idea was to have composition. Normally a district 
' headquarters town shares its tolls with the District Board. 

Sir Percy Thompson. Q. — ^The S5'.stem of compiosition has never suc- 
ceeded ? 

A. — Not to any large extent. 

-- Q. — I suppose people do not care to pa5’ any appreciable sum of money 
in a lump sum. 

A. — ^There is a good deal in that. 

Q. — ^In reply to Q. 112, 5'ou say that the whole of the house and land 
tax should be ordinarily levied only from the owner, and your ground for 
saying this is that the ov'ner can shift the burden of the tax on_ to the 
occupier. Do you happen to know that there is a curious provision in 
{•he Madras Local Boards Act that you can recover the house and land tax 
Irom either the occupier or owner without specifving which ? 

A. — That is done in Madras under the City IMunicipal Act. 

Q. — ^^Vhom do you recover it fi'oni? 

A. — ^We try the one and if we can’t get it from him, we try the other. 

Q. — Suppose you try the owner first and you cannot get it from him, 
you go to the occupier and get it from him, can he deduct it from his 
rent? 

A. — I do not think there is any provision for that. ^ 

Q. — Section 104 of the hLadras City Municipal Act sa5's that the pro- 
perty tax shall be paid by tlie owner in two equal instalments. Schedule 
LV, Part VI, of the Act says that 5'ou can recover it from the owner or b5' 
distraint on goods belonging to the orvner. 

A. — ^That is so in the case of property tax. 

• 

Q. — VHiy is this difference between Madras and local boards? In the 
one case it is recoverable from the owner; in the other case, you seem to l)o 
indifferent from whom 5'ou recover it. The Act says you can recover it 
from the o-vraer or occupier, and the one who im5X seems to have no power 
to recover it from the other. 

A. — ^Tt is in connection with charges for water that we can collect either 
from the owner or the occupier. 

The President. Q. — ^Ts a very' large proportion of the houses in Madras 
owned by the people living in them? 

A. — ^I should think that the majority of the houses are let. 

Q- — It has been suggested that a tax should be levied on the capital 
instead of_ on the rental value, because i-t is said -that as so many' houses 
are lived in by their owners it is difficult to ascertain their rental value. 
IVould you approve of that generally? 

. A. — ^I should not say that we have any difficulty in Madras in ascertain- 
ing the rental value of houses. If you take houses of more or less the 
same size in a street, probably eight out of ten are let; you can ascertain 
the annual value of the others from those which are let. 
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Sir Percy Thompson. Q. — Can you ascertain the capital value except 
through the rental value? 

A. — No : it will certainly be more difficult to ascertain the capital value 
than the rental value. 

Q. — In the second part of your answer to Q_. 112, you say that “the only 
case in which the tax might reasonably bo levied from one other than the 
owner is where a lessee sublets a house and thereby makes a profit.” 
Supposing the owner lots a house on lease, saj', for ITs. 500, and the lessee 
sublets it for Rs. 1,000, would the tax be charged on Rs. 1,000? 

A. — No, on Rs. 500. That is the suggestion here, that the lessee might 
be. required to pay a tax on the profit he makes. 

Dr. Hyder. Q. — Then there would bo two taxes. 

A.— Yes. 

Sir Percy Thompson. Q. — Surel 3 ' if j-ou sublet for Rs. 1,000, the annual 
value is Rs. 1,000. 

A. — I tried to press that view, but the standing committee was of the 
opinion that it could onlj- charge the owner on the rent he gets. 

Q. — should have thought that there is considerable opening for 
fraud here bj' having a dummy inieimediar 3 ’, and certainl 3 ’ in England, as 
in other countries, the annual value is what a house is let for to the 
occupier for the 3 ’ear. 

A. — I should very much like this to be made clear, because it is a 
question that is alwa 3 's coming up. 

The President. Q. — What is 5 ’our machinery for assessment? 

A. — The whole city is distributed into circles : each circle has an 
assessor; they are official .siibordinates xmder mo. 

Q. — What is the pay of your head assessor? 

A. — They are all on the same grade: the pay runs up to Rs. 200: 
they are all under the Revenue Officer Avho gets Rs. 1,200. The permanent 
establishment is under me: the members of the Corporation Imve no 
authority over them at all. 

Q. — But there have been cases in ■which assesors accom])aniod Municipal 
Councillors in election campaigns. 

A. — ^That has boon known elsewhere. 

Q. — So that the elected members riglTtT 3 ' or -wrongly do take a certain 
part in it. 

A. — The 3 " are not supposed to. If I heard of any asse.ssor doing .nn 5 ’- 
thing of that sort, I should have him up. 

Q. — As regards appeals, what do v’ou think of the Calcutta S 3 ’.stom which 
makes the second appeal to the Small Cause Court? Th.at is, the appeal 
from the Commissioner’s order woiild be, not to the standing committee, 
but to the Small Cause Court. 

A. — I have recommended that for Madras. 

Sir Percy Thompson. Q. — Is the appeal to the standing committee 
statutory ? 

A.— Yes. 

Q. — ^Is not a change in the law ver 3 ' desirable? 

A. — Most desirable, I think. 

Dr. Paranjpye. Q. — ^Do you assess houses on the actual sum paid to the 
owner or on JA'e\sum that should bo paid to the owner, considering tlie 
accoromo Jation, etc. P 

A. — As a rule, 'i^ve serve notice on the occupier requiring him to state 
the name of the owner and the amount of rent he pa 3 ’S and to whom. 

Q. — ^If yorr find th^ case of a dummy intermediary, would you take that 
into account? \ 

A. — ^^e certainly should. 

The President. Q. — Do you check those statements b 3 ' reference to 
registered deeds? 

A 
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Sir Percy Thompson. Q.— Suppose I am the owner of a property and 
I lot it~to my son for Es. 20 and my son sublets it for Es. l,lJuur 

do come across cases where the rental returns are obviously 

untrue. 

Q. — ^^Vhat do j’ou do in a case like that.? 

— ."We should probably assess on Bs. IjOOO and let the assessee appeal. 
Q —Would he be supported by the standing committee? 

A. — ^He probably would be. 

The President. Q. — ^Thero is no limitation to the rate of tax on lands 
and buildings in the District Municipal Act? 

A. — ^No. 

Q. — That was a new provision introduced by the new Act? 


A.— Yes. 

Q. — There was another provision for allowances for repaire? 

A.— Yes. 

Q. — Do you remember what was the actual action taken on the intro- 
duction of these iirovisionsP 

A. — do not. 

Q. — ^Actually before the Act was brought into force, the tax was at the 
maximum : but the effect of the removal of the limitation was a reduction 
of the taxes. 

Sir Percy Thompson. Q. — How do you assess the tax on vacant land? Do 
you assess it proportionately to its capital value? You may have a very 
high capital value and no annual value at all. 

A. — try to ascertain the capital value. 

The President. Q. — It is so much per square yard? 

A. — ^Yes, 


Sir Percy Thompson. Q. — Do j’ou automatically take the maximum? 

A. — No : we assess by reference to capital value. 

The President. Q. — Can you give us an idea of the Government taxation 
of land within the Madras city? It is mainly the 1895 rules, I think r 

A. — I can’t remember how it is worked. 

Q. — ^Actually you have three classes of land : fii’stly, there is a good 
deal of land free of all land taxes. 

A. — ^Yes. 


Q. — ^Then there is land which is assessed to land revenue at the agri- 
cultural rate. 

A. — Yes. 

Q.— And thirdly, the bulk of the land pays a quitrent which is, or was 
at the time it was imposed, very near the rack-rent of the land. 

A. — ^Yes. 


Q. — That is remsed every thirty j'ears? 
A.— Yes. 


, Q.— Have you any idea as to how this variable taxation by Government 
affects your municipal rates? Does that limit the rate which you can 
impose with reference to the rack-rent? 

A. — ^I do not think so. In assessing land, we never take into 
consideration what the Government assessment is. 

Q- — ■Ti' has been suggested that Government should retire from taxation 
of land m the towns in order to enable municipalities to take a higher and 
uniform rate. Do you think there is anj'thing in that? 

A. — 1 don’t think there is anjdhing in that. 

Sir Percy Thompson. Q.— I would like to get this matter cleared up. 
lou have land in private ownership which pays no land revenue, other land 
which pays at the agricultural rate, say Es. 10 and, thirdly, land which 
belongs to Government and, quite obviously, Government as' owner of the 



pi'operty gets a rack-rent for it. The third class is not taxed at all, hut pays 
a o'cnt of Ks. 2,000. Wo will suppose that each of these pieces of land is 
exactly the same. So you have Jts. nil, 11s. 10 and Es. 2,000 by u'ay of 
rent. " Wo u'ill suppose that the third piece of land u’as sold for "Ks. 1,000 
subject to the quitrciit : the interest on Es. 1,000 at 5 per cent n-oulcl bo 
Es. 50, and so Es. 2,050 is the annual value of that land : ex Jiyj)otliesi 
tho three pieces are the samo and the municipality vould tax all these lands 
on tho basis of an annual value of Es. 2,050. 

A.— Yes. 

The President . Q. — In the origin of things, ■when building sites wore 
given over free, tlie man vho had got tho site got the land for nothing. 
At a later stage a piece of agricultiiral land becamo building land and ho 
got it for the agricultural rate. 'J'hc third piece of land came in at a still 
later stage and vms auctioned. 

A. — ^Yes: but from tho point of view of municipal a.ssessmcnt, there is 
no difference between the three classes. 

Sir Percy Thompson. — It is simply this; that in cases 1 and 2 Govern- 
ment did bad business and let its land go too chea]). 

Dr. Paranjpyc. Q. — Or it is possible that Government first of all tried 
to settle land for nothing in order to get a bigger revenue out of tho 
remainder. 

A. — ^Yes; that is a possible explanation. 

The President. Q. — Actually Government is now i>aying you the difier- 
cncc between tho ground rent and the assumed agricultural rent on lands 
assessed to quitrent. 

A. — I don’t think so. 

Q. — This is done in the niofussil? 

A. — ^Perhaps. 

Sir Percy Thom 2 yson. (J; — ^Tako the case of this Es. 2,050. What docs tho 
Government pay the municipality? 

'The Prey, 'dent. — The difference between the quitrent and tho assumed 
agricultural land revenue on that. It is presenting them with Es. 1,990. 

Sir Percy Thomijson. — ^In other ivords. Government say: “We will 
treat this for our purposes as if it were agricultural land and give you tho 
difference”. 

The President. — ^It is a disguised .subsidy on your theory, it is thoroughly 
illogical. 

Sir Percy Thompson. — It is the same as if in Scotland, where land is 
sold subject to a feu-duty, Government had presented the municipality with 
the feu-duty. 

The President. — Tim theory of it was that the throe pieces of land 
should pay the same total taxation and the original suggestion was that 
Government should retire altogether and let tho municipality charge on tho 
full value. 

Sir Percy Thompson.— li does. It treats tho value as the samo in all 
three cases. 

The President. Q.— The suggestion made was that the fact that 
Government takes a very high rate of quitrent over a very largo area 
in tho towns operates to limit the municipalities raising their rate of, say, 
18 per cent to something like 50 per cent. 

A. — I do not think it has any effect of this nature. 

Q. Speaking as a Settlement Officer, have yoii any aTows as to tho 
rate of land taxafon in towns? 

A.— I think it is entirely Avrong that land in toAvns actually built oAmr 
should still be assessed by Government as if it Avere under cultivation. 
1 think GoAmrnment are losing a great deal in that Avay. 

Q.— Would you have legislation to enforce the assessment of town laud 
on the basis of its actual value? 

A.— Yes. 



Sir Feroy Thompson. Q. — Would not the- real waj' of doing that he bj 
moans of an increment duty? Take, for instance, the land which is paying 
Ks' 10 as agricultural land revenue and it becomes valuable building land 
worth Rs. 2,050. From Rs. 10 it has -gone up to Rs. 2,050 and the man 
realises the increment. But is it not rather difficult to i)ut a common tux 
on this land dnd on the other piece where the man is paying full consideration 
in the shape of Rs. 2,000 quitrent and a capital .sum of Rs. 1,000? 

^Yes. I think you can assess land at its potential value and postpone 

the actual collection until the ow 2 ier begins to realise. 

The Preshlcnf. Q. — But if you assess on its value for building 2 Juri)ose.“, 
that will be in substitution of the quitrent? 

A. — Yes. 

Sir Percy Thompson. — ^But the quitrent is not a tax at all. It simply 
is a consideration for property belonging to other people. 

The President. Q. — you had a general rate ’of municipal tax, say, 

50 per cent of the rental value, would you sell land coming in for disposal 
subject to that tax? 

A. — Yesj all property must be liable to municipal taxes. 

Sir Percy Thompson. -^The Woods and Forests Department have 
valuable lands in Regent Street and tJiey let them for fabulous sums, say 
£40,000 a year. On the top of that, the Municipality of Westminister pur; 
their rates on the full annual value. On the top of that it was proposed last 
year to put a tax on the site value of the land. The £40,000 is not a tax 
at all. 

The President. — The distinction betwen that and India is this: 
There is no Government lease. If a piece of land becomes available the 
Collector asks other Gnvernment officers whether they want that piece of 
land. If they do not, ho assesses it to quit-rent and sells it outright. 

Sir Percy Thonvpson. — That is just the same as the feu-duty in Scot- 
land. The land might be sold for a feu-duty of £40,000 and a capital 
sum. 

The Presideiit. — Our quitreut is not perpetual. It can be revised 
once in 30 years. 

Sir Percy Thompson. — Then it is more in the nature of reutj i.e., 
it is a perpetual lease which we do not get in England. The only difference 
is that in India you take power to x-eview your vent. 

The President. — The question is whether we should try to remedj' it. 

Sir Percy Thompson. — What? Try to go back on your bargain? 

The President. — Yes. You had a ixiece of agiicultural land and the 
man put in a darlchast and got it subject to the payment of annual agri- 
cultural rent. 

Sir Percy Thompson. — Is there any document which gives him the 
possession of that land? 

The President. — ^Yesj he has got the patta. 

The witness. — Sxirely the point is that agricultural land is liable to 
reassessment at the end of the ixei’iod of settlement; I do not think there 
is' anj' guarantee that at the next settlement it will again be settled as~ 
agricultural land. 

The President. — ^The Board’s Standing Order 21 (12) says : ‘The 
Collector should determine the rate of ground rent on each plot dealt with 
under these rules before it is jmt up to auction. The ground rent should 
be so fixed that the sum paid by the purchaser on account of occupancy 
i-ight may be as loxv as possible. The rates fixed should therefore be slightly 
less than- the full coinpetitive rent, the balance of the full value of the 
site being i-ecoverod in the price obtained, at auction .or in private sale. 
Ordinarily the Collector should adopt such one of the rates given in Appendix 
XXIV as most neaidy fulfils the condition.” 

Sir Percy Thompson. — j'hat is a provision for disposing of your lands 
at the best adviintage. 

The President. — How will you deal with lauds dis^xosed of before? 
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Sir Percy Thompson. — By an increment duty. But it is extremely 
difficult to tax i)ast inci’enients 

The President. Q. — Could you give us an idea of the proiiosals 
j'ou juade? 

A. — Roughly, vhat i proposed vas to_ assess all land witlfin the limits 
of the town on tlie basis of its value as building land. 

Sir Percy Thompson. Q. — That seems to be possible. But if it is going 
to be a really heavy rent, it will bo very heavy on a man who has iniicl full 
consideration. 

A. — Yes; 1 see that diificidtj-. 

Q. — So, is it not the imposition of an increment duty a fairer way of 
doing it? 

A. — Yes; 1 think it may be. 

Q. — With regard to*Q. IIG, you think that the profession tax in Madras 
is, in fact, a kind of income-tax? 

A. — Yes; it is. I think in many cases it would simplify the assessment 
and the collection, if it were frankly recognised as a surcharge on tho 
income-tax. 

Q. — ^Assuming you keep it ns it is — it seems to me that your i)rofession 
tax has a wider range — would it help to have information as to the income-tax 
assessment ? 

A. — ^As a matter of fact, wo always got it. We write and get the 
information. 

The President. Q. — Your Act i)rovidcs that it shall be assessed with 
reference to the income-tax? 

A. — Yes. 

Sir Percy Thompson. Q. — In other places, in the Punjab, for instance, 
they refuse to give tho information, because they are precluded from doing 
so by tho Income-tax Act. 

A. — That may be. 

' The President. Q. — How do you reconcile your Act with tho Income-tax 
Act? 

A. — ^^Ve got tho infonnation from the assosscos themselves. They produce 
the receipts for the income-tax they pay. 

Q, — ^^Vould it simplify matters to have it assessed by tho income-tax 
officers ? 

A. — ^I think it would very much. 

Sir Percy Thomptson. Q. — They have very little knowledge of incomes 
under Rs. 2,000? 

A. — ^Yes. 

Hr. Paranjpye. Q. — On tho other hand, income-tax authorities will have 
information of incomes earned both in Madras and outside it, whereas you 
are concerned with incomes which accrue in the city of Madras only. 

A. — ^That is so. 

The President. Q. — Suppose a man earns a lakh of rupees outside 
Madras. Are ymu not concerned with it? 

A. — I do not think so. We do not charge a Nattukottai Chotty on what 
he earns in Rangoon or any other place. 

Q. — In the case of the companies? 

A. — In the case of companies it is diffei’ent. 

Q. — If he earns both in Madras and outside, how would you divide it in 
levying the profession tax? 

A. — We do not attempt to find out exactly what his income is. 

Pr. Uyder. Q. — 1 find in the replies of the Local Government that with 
regard to hotel keepers, refreshment house keepers, etc., in Madras, the 
total number assessed is 816 and the amount realised is Rs. 510. This is for 
the year 1921-22. And in the year 1922-23 there wore 842 assessments 
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and the amount realised is jRs. 526. 
worth while to have this tax at all. 


T should like to know whether it is 
Surely, it is a waste of public money. 


A . — 1 should like to examine the figures. 

The President. Q.— Is it not also a measure of sanitary control in respect 
of these hotels? It is for more than one purpose. 

A.— Yes, certainly. I should like to investigate the matter. 

Dr. Hyder. Q.— Is it more in the way of police supervision? 

^ _They are inspected by health officers and sanitai-y inspectors, so that 
they may be kept clean. 

The President. Q.— What is your system of levying the charge on the 
^hotels? 

A. — On the accommodation. 


Dr. Syder. Q. — From the figures given here it works out at As. 10 
per hotel on the average. Is that the charge on the Connemara Hotel, for 
instance? 

A.— No. 


The President. Q. — Is the Connemara Hotel included in that? How do 
you assess on that? 

A. — ^I do not think it is included. The maximum that you can take under 
this head is Re. 1. The Connemara Hotel would pay profession tax under a 
higher class. 

Sir Percy Thompson. Q . — ^With regai'd to the tax on companies you say: 
“In some cases, this procedure works manifest injustice. Take for example, 
two companies with the same paid-up capital. One company maynbe making 
double or treble the profit that the other compan^^may be making. But all 
the same, they have to pay the same tax”. Is not that provision inserted 
deliberately in the Act — ^to charge on the capital and not on the profits? 

A. — ^Yes; I presume so. 


Q. — ^Then you say “In the case of foreign companies which have branch 
offices or agents or firms to represent them, they are considered as companies 
incorporated in this city and are taxed on their entire paid-up capital”. 
But is there not a limitation in the case of a branch, that if its profits don’t 
exceed Rs, 25,000 it would be taxed ou the profits? 

A. — ^Yes; it is subject to that limitation. 

Q. — 'That is a very moderate tax, about 2 per cent, 

A. — ^Yes. 

Q. — The individual by way of profession tax pays more on the average? 

A. — Ybs. 

Q. — ^I should imagine- that in the case of large firms and branches, as a 
rule, the limitation would apply, 

A.— ^Yesj it does. 

Q;— With regard to the assessment on companies by the local boards, it 
is a different scale? 

A; — ^Yes. 

Q. — And it is heavier? 

A, — ^Yes. 

Q. — What is the reason? 

A . — I do not know. 

The President. Q. — You don’t press your suggestion that it is fairer to 
assess companies on the total turnover? 

I don’t press it. I think the assessment on the total turnover 
would be fairer ; but I do not think it would matter very much. 

Sir Percy Thompson. Q.— It will be all right in the case of a manu- 
tacturii^ or trading concern. But in relation to profits, would it not work 
very differently in the case of small companies maldng big profits and big 
companies making .small profits? i « f, 

A.— Yes, 
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Q. — Probably tbo fnircsi Lliiiip; ronlly is to make it a function of profit, 
and I think the effect of the proviso is to do so. 

A.— Yes. 

Q. — You agree that grant^-in-aid should be earmarked ? 

A.— Yes. 

Q. — And vonld you make it conditional on a certain standard of ofRcicncy 
being maintained in the administration? 

A. — Yes; I think it is desirable. 

Q. — Is that principle in force in Madras? 

A. — I don’t think that condition is expressly stated here. 

Q. — Suppose a service is badly adininislcrcd. ‘Would you say that “unless 
you improve the administration, I withhold the grant”? 

A. — I have never come across any instance of that sort. 

The President. Q. — Taking the 10 lakhs grant for the trunk road.s, you 
would grant it subject to the roads being passed by the Superintending 
Engineer? 

A.— Yes. 

Dr. Uyder. Q. — Docs your Engineer use the.so roads himself on which the 
tolls are levied? 

A. — I think so. 

The President. Q. — "With regard to Q. 118 you say that the Corporation 
has resolved “to levy an education tax of i per cent of the annual value of 
lands and buildings in the city”, lint they also made a corrc.sjinnding 
reduction in the general taxation. 

A.— Yes. 

Sir Percy Thompson. Q. — With regard to Q. 1G7 you mean to say that 
the system in force in the ^fadras Corporation is perfectly sound? 

A. — I think the as.sossment generally is done reasonably well. 

Q. — What T moan is that you don’t have the politician moving in the 
realm of assessments as is the ease in other parjs. 

A. — Not as a rule. 

The Pre.<iident. Q. — Have you had any experience of the working of tho 
betterment tax nnder the Town I’lanning Act? 

A. — I have not; hut we are going to work it. 

Q. — There was a groat di.scnssion as to which .should be preferred — better- 
ment tax or acquisition of land? 

A. — In that jiarticular case wC acquired about 7"> per cent of the land and 
on tho remaining wo are going to charge betterment tax. 

Q. — You do not antieijjato any difliculty in a.ssessing tho tax? 

A.— No. 

Sir Pcixy Thompson. Q. — ^You cdiargo one-tenth of the value each year? 
• A.— Yes. 

The President. Q. — What are exactly your relations with tho Commis- 
sioner of Police in respect of licensing and taxing of carriages? '\Wiat I want 
to know is this. Pecoutly tho Commissioner of Police had to get legislation 
to secure that the registration fees were sufficient to pay for tho expenses. 
Would it ho practicable for you to take over tho two functions? 

A. — ^You moan tho hackney carriages’ licenses? 

Q. — Yes. In some places the whole thing is done by tho municipal 
authorities themselves, 

A. — There is no reason why tho Corporation should not do it, but 
I should have thought it was more satisfactory for the Commissionor of 
Police to do it. , 

Q. — jMunicipal taxation of liquor .shops has boon a very difficult question. 
Can you give us any opinion? ^ 

A. — ^I think the municipality is better free of it altogether. 



Q. — You liave read the recommendation of the Financial Relations 
Committee n’liere it ivas said the local bodies can levy a surcharge on excise 
revenue. Mr. JMoore in his evidence says: “It seems preferable to permit 
local boards to levy a surcharge to assigning a portion of the revenue to them. 
If a tax on tobacco is levied, one-fifth of the revenue so raised should be 
assigned to local bodies. The -whole of sale license fees in municipalities may 
be assigned to municipal councils”. There was a time when the Corporation 
did tax it. 

A. — ^Yes. Of course the difficulty is now that it is all mixed up with the 
demand for prohibitioji and there is a constant comi^laint against the location 
of shops; and time after time I have asked people to suggest more suitable 
places if they had any objection, and the answer always is that the shop should 
be removed altogether. 

Sir Percy Thompson. Q. — ^IVill you get anything more than you get at 
present? The man will take it into account and bid less. 

A. — There is no taxation of liquor shops, except the profession tax. 
I mean at present the municipality gets nothing. 

Q. — Supposing 3’ou arc going to put a special tax on the shops? 

A. — ^I do not anticipate that the liquor shops can yield any greater 
revenue. 

Q. — ^Any taxation will come out of Madras Government’s revenue? 

A. — ^Yes. 

The President. Q. — ^Actually the municipality did trj' to impose a tax 
for the storage of spirits? 

A. — ^I think the matter is still undecided. I do not -think it has come 
to an end. I think I can give you a full note on this subject later. 



i62 


7th May 1925. 

BATSTGALCiBE, 

Present : 

Sir Charles Todhtjnter, k.c.s.i., i.c.s., President. 

Sir Biiay Chand Mahtar, g.c.i.e., k.c.s.i., i.o.m., Maharajadhiraja 
Bahadur of Burdwan. 

Sir Percy Thompson, k.d.e., c.b. 

Br. E. P. -Paranjpye. 

Dr. L. K. Hyder, m.l.a. 


Xyir. A. G. BEACH, I.C.S., Collector of North Arcot, was examined. 


Written memorandum of Mr. Beach. 

Q. 15. — The analysis (given at page 78 of the Public Woi'ks Depart- 
ment Administration Eeport for 1923-24) of the figures for works in charge 
of the Public Works Department, for which capital accounts are kept, 
shows a percentage of receipts to capital outlay of 12.77 and 13.70 for 
productive works and 1.11 and 1.12 for unproductive works in the last 
two j'ears. * On the face of these figures, it might be said that the 
charge under productive works was adequate, and that under unproductive 
was inadequate. Similarly, on minor works for which accounts • are nou 
kept, the Board of Eevenue’s answer to this question shows that the not 
profit was about 3 per cent on the outlay. But these percentages must 
not be accepted as correct. In the case of the last, no account is taken 
of the capital cost. In the case of the P.W.D. figures, I do not know what 
is included and what is excluded under charges. Taking them for what 
they are worth, it would appear that the charges under unproductive 
P.W.D. works and under the vast number of works for whidi capital 
accounts are not kept, are not adequate, in the sense that they do not 
yield a profit upon the expenditure. Whether they are adequate in the 
sense that higher rates would impoverish the ryots or result in water 
not being utilised is another matter. But, I should answer that also 
in the negative. 

Here I must emphasize again that in the case of land already registered 
as ‘wet’ on the principles that pievail in this . presidency, the discussion 
of methods and principles is largely academic, since it is neither desirable, 
nor practically iiossible to upset the existing system. There are two classes 
of land to wliich the discussion must be confined; (a) lands in zamindaris, 
long irrigated by a Government source or dry lands in the ryotwari area, 
not fit for registration as wet, and (b) dry or zamindari lands to which 
water is newly supplied by the construction of a new source. 

In the case of the_ first class, the difficulties of increasing the water- 
rates are, first that it would seem somewhat inequitable to charge a 
higher rate for water supplied to these lands than for land adjoining 
them, which are subject to the consolidated wet assessment; secondly ,. 
that a proposal to increase the rates would raise a considerable outcry. 
A committee which sat some three or four years ago to consider a proposal 
to alter the rates prevailing was dominated by the representatives of 
the Godavari and Vizagapatam landed interests; and the decision which 
the committee came to was, that it would be politicallj' inexpedient to 
introduce an innovation at a bound, but that the question of raising the 
water-rates should be dealt with by the Settlement Officer at the resettle- 
ment. The matter was thus shelved and the rates remain unaltered. Possibly, 
the commotion would be less, now that large areas in the deltas, which 
at that time were still registered as dry, have been brought under the 
consolidated wet assessment. But, the objections from the zamindaris 
would still be strenuous, As to other diy lands liable to water-rate, which 
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are' usually lauds lying on tlie fringe of the u*et area, their owners have 
no right to complain, since they need not take water if they_ do not 
it, and I do not think (now that the delta _ area difficulty is oiit or the 
way) that there are any reasons for not raising the standard scale of wet 
• rates, fixed forty years ago, and wholly incommensurate with present 
prices and values. As an instance of the absence of any relation between 
the charge made for water and what the people are prepared to pay, I 
'may mention that, for several 3 ’ears running under the Perijmr project, 
rj'ots 2 iaid without a murmur a rate of Ks. 15 per acre (levied as a penalty 
for unauthorised irrigation), and were not deterred from taking water 
till a rate of something like Rs. 50 per acre or even more was charged. 

My answer to the question as regards (a) is therefore that the charge 
is not adequate. As to (b), uii till recent years, the practice has always 
been to register as wet, in accordance with the settlement principles, 
lands recefitlj' brought under irrigation bj" the construction of a new 
source, and it is only under the stress of povertj’’ and of the increase in 
cost of construction that Govornment have now been forced to impose 
special rates: not on anj’^ definite principle, bejmnd that of getting some 
return on its money, the amount of the return being determined by the 
certaintj' of the supply in the source and the capacity of the lyots to pay. 

• Of the five plans mentioned in the question, the fourth charge by 
volume can be definitely ruled out. Peidiaps, I maj’ refer to a reijort 
printed in G.O. No. 1089, dated 19th .Julj’^ 1923, for a detailed discussion 
of this subject. Tlie fifth {jlan has not, I believe, been tried in India. 
The onlj’^ case in which occasionall.y it might be adopted here would be 
where waste land at the disposal of Government is brought under irriga- 
tion and put up to auction ; this is sometimes done now, though wJien it 
is done what is bought is not the watei*, but the laud with the right 
to water, tlio rate for water beiiig fixed. I do not think that there 

would be any advantage in the sj'stem of putting up the water to- auction: 

if the auction were annual, there would be all the evils of uncertainty; 
if for a term of years it would definitely exclude the small owner and 
put in his place a rack-rented tenantiy. To auction the water daily, as 
is done in Spain at Lorca is out of the question in India. If the system 
co\ild be worked at all, which is doubtful, it would probably lead to 
wastage of water and certainly to great difficulties of all kinds. 

The third system, if I understand it rightly, is the system which prevails 
in Madras, where when 'dry’ land is supplied with irrigation, it is 

classified as Vet’ and a combined charge for land and water is imposed. 
It is an excellent, and in Madras, a well-understood S 3 'stem; but the 

objection to it in the case of modern projects is, that the system of settle- 
ment does not take into account the cost of supplying water. It is, 
therefore, always uncertain whether, if the present settlement system were 
adopted for assessment under a new project, the project would result in 
a loss or not. Nor can this factor be grafted on to the settlement system. 

The only way, then, of ensuring that a project shall yield a given interest 

is to add to the assessment for the land a fixed charge for water. 

This leaves us with plans (1) and (2). Under (1) the rate would bo 
so calculated as to pay the expenses of providing the water. Under (2) 
it would be calculated so as to yield a margin of profit to Government 
over and above the expenses. 

I think the use of the word Wmnercial’ in this connection is rather 
misleading. In commerce, there is usualh* competition between suppliei-s, 
and the profit aimed at is the highest that can be got, witliout diminishing 

the demand. In the case of water, the State has a monopoly, and it 

cannot look solely to making the highest possible i^rofit. In the" words of 
a former Collector of North Arcot seventy years ago, in discussing rates 
of land assessment: “Revenue is not the onl 3 ' consideration. The govern- 
ment of a great country is not conducted wholly on the same principles 
as a mercantile concern. The happiness and comfort, the peaceableness 
and contentment of the people are also items in the account.” It may 
perhaps be questioned whether “peaceableness and contentment” are a 
predominant characteristic of those who get water most cheaply and easily, 
e.g,, the lyots of the Godavari and Kistna deltas, but it would bo generally 
accepted that it is not the object of the State to get as much as it can 
out of the people without regard to other issues. 

' On the other hand, there is no reason why the State should reap no 
direct benefit from the great profits which the gift of water puts into thf> 



ijockots of llio ryots: and obviously, if j>rofit ufcnios to the State from 
irrigation outerprise.s, it ivill bo in u position to extend them furtlior tlian 
if it iverc content with tlio mere slow recoupment of its exjicndituro. 

I should ansiver, llieroforc, that the best jilan is one wJiich aims at 
a fair profit. 1 .suggested in my jirevious note that the intoro.-.t aimed at 
might 1)0 about the samo rate as the State pays on borroived capital. 
[But, of eourso, interest j)aid by Government on ioan.s for irrigation .sliould 
1)0 included in tho capital cost of a .sehemo.] 

Whilo on Q. lo, I may .say that tho conditions of irrigation in the 
I’unjab, as described in tho note of the Cliief Engineer ol tlio United 
J’rovinces, seem to lie idesil for tho levy of water-rate.i on the .sy.slcm J have 
advocated. 'J’ho soil is uniform, tho crop is practically .solely wheat, tlio 
amount of water required is uniform and without water the land i.s 
valuolos.s. That being .so, J do not quite understand tho J’nnjab hanlcerings 
(as exhibited in tho note of evidence) for cropwar rate.-, and periodical 
variations with roiorcnco to jirices. 1 ran only .siijiposo that tho (diiof 
Engineer of tho United Provinces is unaware of the Punjuh problems. 
So am J. But points 3 and *1 in tlie notes of evidence appear to bo contra- 
dietoiw. J presume tho explanation to* be that the irrigation engineers do 
not want a variety oi crops, .since this involves one man talcing more water 
than another, and tho I’unjab Canal Officer's ohjcci has alway.s boon to 
distribute his water as equally and as widely as jm.isible. 'J'ho desire, Ihore- 
ioro, is to iionali.so the more thii-sty crops, c.g., .sugarcane. ’This could 
bo dono by levying a .special rate on it, high enough eitlier to servo as 
a dotciTont against growing it, or to cover tlio loss of water-rate on that 
area on which wheat might have been grown witli tiio same amount of 
water. 

In Bihar and Orissa, tho note on tho evidence ivir,., that tho general 
tax-payor should not pay for a lionefil to a favoured class until tlio 
chargo for water to that class has been pushed nj) to tho higho'it point 
jiossiblo, short of causing tho .service to be refu'-ed) suggC'-ts a de.itro for 
an economic water rent, but as the natural siqiply there is so ahundatit 
that it is doubtful whether a cultivator in a given year will take water 
from an irrigation source at all. and le:ise.s on favourahlo term.s have to 

ho granted to indiieo him to make a eontraet for a term of yeaivs, it is 

doubtful wliethcr the charge for water could, iii fact, he pushed liigli 
enough to yield a profit on the cost of the works unlc-'S the works aro 
very cheap to construct and maintain. 'Wliethcr this is so or not, or how 
tho" rates for tho existing Ica.so.s oomjiaro with tlio rate that would ho 

necessary to yield a return on tho cost of constniction, 1 cannot say. 

In liio Central Provinces, again (where the wlioio area under irriga- 
tion is only equal to tho area under the Kistna delta system in Kistiuv 
district alone), where tho people arc niiaeeuslomcd to irrigation, and 
where in good year.s, a rice crop can lie grown without irrigation, it is 
clear that there i.s no (piostioii of charging a rcaninorative wuter-ralo, 
and Govcriimcnt apparently has to take what it can get, and that appa- 
rently is not mneh. But here again, 1 have no idea what the rates actually 
charged aro, and whether the irrigation works are run at a loss or not. 

Lastly, in tho United Provineos, there are (vido the Chief Isngincor’.s 
nolo) three district tracts — Bohiikhaiid, where tlio rates arc low. becaiiso 
a single watering n.sually sufricc.s to miitnro Iho crop: tho Gangc.s Jumna 
Deal), where conditions seem to he similar to tboso in Wadras, including 
tho fixed wot a.sse.ssmcnt, and Buiidlekhand, whore, as the people aro 
largely aborigines and all the irrigation wnrlcs aro of a famine protective 
nature, low rates aro charged. There doe.s not seem to ho much opening 
for tho levy of ratc.s based on tlio cost of supplying water in tlii.s provinco 
unless perhaps for new jirojeets in the Doah. 

Tho 0110 feature in their irrigation policy that iho various provinee.s 
have in common is thoir recognition that in a country where the ovor- 
wholming majority of tho pcopio arc dependent on agricuUnro, tho finst 
duty of tho Govcrninoiit is to ensure, as far as may ho, against loss 
of crops, and tho question of tho cost of doing tin's has boon widely regarded 
as secondary. In Madras, I think tho conditions are now such, that in 
futuro_ projects the quo.stion of making thorn pay should come first, and 
thoro i.s littlo diflicuPy in carrying out .such a policy. But whothor this 
policy is applicable in other, ospcciallj* tho more backward provinces, is 
a question which it is impossible for mo to answer. 
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Q. 16 , — The sj’stein of a hettennent tax is in oijeration in ] 
I regret that I cannot now renieinber the details of its workinj 
far it is satisfactory. They may be found, I think, in G.O. 
Revenue, dated 12 th August 1918 . Clearly the time when a 
benefits from the increase in the value of his land is when lie m 
sells it, so that tlie aijpropriate way of taking a shai-e of its enh; 
would be to levy a dut3' on such transactions. But, as the c 
this dutj- involves considerable difficultj*, and evasion of it 
common, the next best waj* is to lev3- an annual betterment tax c 
This, if I remember rightly, is wJiat is done in j\l3’sore. T 
Government, however, decided against such a tax. The3' said: 
under which a lump sum is recovered from the owner of the Ian 
has reaijcd any actual benefit from the irrigation woi-k is ope 
tion, and a similar objection, though in a less degree, appl 
S3’stem of I'ecovery which is limited to a term of 3'ears. The 
to secure a_ contribution towards the capital cost of an irrigati 
b3’ the lev3’ing of a permanent charge in the shape of enhanced 
on the land benefited.” 

It might bo answered that tho enhanced water-rate is a tax 
increased produce of tho land, not on tho ‘‘unearned iiicrome 
market value of tho land itself. But an enhanced i-ent doi 
degree diminish the soiling value of land, and to that extent tb 
increment is taxed. 

And, in view of tho diflicult3’ of appraising the increase in v 
collecting the tax on it, the State ma3‘ be content if it mak 
on its outla3’, “takes the cash and lets the credit go”, giving u 
to share in tho enhanced value of tho land. 

I ma3’ add here, though it has nothing to do with bettei 
it does soinotiinos happen that, when ryots ask for an improve 
irrigation work, and it is found that even if tho rates on the lav 
.are raised (by raising tho ‘class’ of tho tank in accordance with 
'])rinciplos), the improvement will not prove remunerative, th 
'demands ])aymcnt 1)3- tho i^vols of a share of the cost of tho ii 
as a condition precedent to its being undertaken. This method s 
cij'cumstancos (eig.. when the r3'ots are well-to-do. and when t 
is only to improve an existing irrigation source), but is ob 
'suitable for erection into a general principle. 

Q. 9 S. — I should deny tho truth of each of the criticisms. 

Not only does the land revenue as.sossnient in Sladras not 
ability to pay’ of tho ryot, but it may fairly bo said to bo bi 
ability to pa3'. Tho assessment is based on tho productive 
'tho laud, whether diy or irrigated. In theoiw, the State is 
lialf the net produce of the land. But in practice, it takes a 
smaller share. The assessment is made, briefly, as follows: Firs 
are classified according to their composition and fertility. No: 
value is attached to each grade, after experiments to determine 
outturn of the staple food pi-oducts on each variety of soil, 
value is then converted into 11101103’, based on the average p: 
ordinary 3’ears (i.c., ’excluding famine and bumper 3’ears), pn 
settlement" in the months during which tliq, grain is sold, with 
ment for traders’ profits, and for the distance tho grain has to 
to market. (Both, in fixing the grain value and in fixing t 
price, an allowance is usually made in favour of the ryot.) 
cost of cultivation is deducted. Next, a percentage, usually 2 ( 
on account of the vicissitudes of the season and of unprofitable 
as field bunds and channels) is deducted. One-half of tho re 
taken as tho assessment on the land. 

A further reduction is made in tho case of irrigated land, 
ing +.ho irrigation sources according to tho adeqHac3’’ of the suppi 
afford. There are usually five classes, with a graduated reducti 
for each class. In tho case of dry land, there is also a groupi: 
two or three groups), so that those villages which are badly o 
of communications, are juit in a lower group than those near ; 
roads, and the dr3' lands in them are conscquontl3' rated lo'wer 
in villages more favourably situated. Finally, although a larg£ 
is made tor vicissitudes of season, tho assessment on irrigate 
entirely remitted, when the land is left waste, or the crop ] 
account of deficiency of the water-supply. Tho differenc 



tlie Tvot and the ' dry assessment is remitted where on account of such 
deficiency dry crops are' grown. This is, of course, a direct consideration 
of the ryot’s ability to pay. 

(2) Nor is it true that the assessments Jaclc the element of certainty. 
The assessments remain unchanged for a period of thirty years and are 
then altered only if there has been so great a rise in prices during the 
preceding twenty years as to justify an enhancement of the rates. • 

It is true that when water is taken to dix land, the charge for the 
water varies with the crop, and the sj'stein of charging is, in some cases, 
exceedingly complicated. But the cultivator can, if he wishes, ascertain 
beforehand from the village accountant what the watering of any particular 
crop will cost him. 

(3) The first sentence is demonstrably false as regards Madras, where 
the very ions et origo of the sy.stem was the desire to free the ryots from 
tyranny and extortion by dealing directly with him. The vast bulk of 
the land revenue is collected with ease, and as each ryot knows what lie 
has to pay, there is very little scope for tyranny or extortion. No doubt, 
village officers can and do swindle the more ignorant ryots occasionally, 
hut there is nowhere anything approaching general extortion. 

Again, the time of payment is carefully fixed to suit the ryot’s con- 
venience. The assessment for the year is pa 3 ’ablo usuallj’^ in four monthly 
instalments, the first instalment month being that in or before which the 
main wet crop is usuallj' harvested. 

(4) Lastlj\ the figure of 20 per cent for the expenses of collection is, 
I imagine, much exaggerated. I do not know where it is taken fi’om, or 
on what it is based. If it is based on the cost of land revenue administra- 
tion as a whole, the answer is that there is a great amount of work done 
bj' the administration which has nothing to do with collection. 

Q. 99. — Such ineciuality as' exists is obviouslj’ not avoidable; since the 
original settlements were made in different j^ears and all settlements run 
for thirtj' j'ears, some districts must alwaj’s bo due for resettlement in ad- 
vance of others. But, what one distinct loses at one end of the settlement, 
as compared with another, it gains at the other, e.g., North Arcot was 
resettled ten years ago, Trichinopolj' is being resettled now. North Arcot 
has therefore been assessed for ten j’cars on an average of jirices higher 
than those on which Trichinopolj' has been assessed in the same period. 
But, Trichinopoly will no'w bo assessed on an average of prices higher than 
those on which North Arcot is assessed, and so on. In the long run, 
there is no inequality. In anj' case, it is a matter of small importance. 

Q, 100. — ^Es. 2,000 is not the subsistence level. This figure was pre- 
sumably taken as the exemption level, in imitation of the English exemp- 
tion level of £135 to which it is equivalent. If £135 is the subsistence 
level in England, it is clearlj' not so in India, whore the general^ standard 
of expenditure on food, clothing and housing is so much lower. It is diffictilt 
to say what the subsistence level in India is; but it is nearer Rs. 500 
than Rs. 2,000. 

It would doubtless be easj" in many cases to saj' .that an agi'icultuidst’s 
income was below Rs. 500, tliough there would also be a vast number of 
debatable “border lino’’ cases. But the argument that such incomes 
should be exempt rests on the assumption that the land revenue is a tax. 
However, one may define ‘rent’ and ‘tax’. The land revenue differs wholly 
from income-tax. The pajnnent of income-tax brings in no direct return 
to the payer, but in rbimrn for the payment of the land revenue, the agri- 
culturist obtains the ei^j'ment of land. There 'is a direct quo pro quo, 
and there is no logical justification for exemption in this case. 

Q. 101. — I know p^’aio way to check fractionisation. Subdivision of 
holdings takes place for ^ne of two reasons; either because a joint family 
property is partitioned ain^Ug the members, or because A bu 3 'S a portion 
of B’s land. In eitljer --efise 'rthe parties do_ not wish to retain a joint 
interest in the land : each wairts to hold his own share separatel 3 '. It 
IS a natural process, and I do Mt see how taxation can check it. You 
can refuse to recognise subdivisions in the accounts, but then 3 mu make 
the collection of revenue difficult,\facilitate fraud on the part of the 
village officers who collect it, and\increase the difficulties of amicable 
settlement between the parties. You x^n levy a_ charge on making a sub- 
division, as has recently been done in Madras : in so far as this is a tax, 
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it does not servo to check the actual traiisfer of property; whether it re- 
strains the parties from liaving the subdivision made, I cannot say, as I 
have not had sufficient opportunity for observing the effects of it. 

The objections to fractionisation are twofold : first, the cultivation of 
small plots is wasteful; and second, the registry in the accounts of small 
holdings is a burden on the administration. On the other hand, you 
cannot stop fractionisation, and if you do not recognise it, disputes about 
cultivation will neutralise the agricultural advantage of cultivating bigger 
plots, and the burden of which the land revenue deiiartment is relieved will 
be shifted on to the police and magistracy, who have to deal with fights, 
and the civil courts umo have to deal with less violent disputes. 

Q. 102. — If the land is in a zamindari, it is already private i)ropert 3 % 
If it is Government land, it must be assigned permanently, for land is 
obviously not well cultivatedj still less improved, unless the cultivator is 
secure in his possession of it. The assignment, of course, is subject to 
the payment of assessment, and power should be retained to rary the rate 
of assessment. The water should never be allowed to become private 
propertj’. This amounts to a compliance with the terms of the more than 
usually sweeping dictum quoted in the question. 


Mr. IDeacli gave oral evidence as follows 

The President. Q. — ^You are the Collector of North Arcot? 

A. — ^Yes. 

Q. — ^You have done one settlement P 

A. — ^I assisted in the settlement of Chittoor about 12 years ago, and 
was a Settlement Officer from 1912 to 1917. 

Q. — ^In 1920 you were put on special dutj' to examine the whole ques- 
tion of water-rates P 

A.— Yes. 

Q. — Subsequent to that you were a member of the \Vatei--rates 
Committee P 

A.— Yes. 

Dr. Syder, Q. — I should be obliged if you would tell us the main 
features of your sj'stem of chai-ging for water in this presidency. You 
have the consolidated charge over the greater portion of the presidency? 

A.— Yes. 

Q. — You classify the sources, the .soils and the crops? 

A. — Yes. 

Q. — Then again you classifj' the crops? 

A. — ^We classify the sources and soils but we do not classify crops 
except to the extent that some crops, for instance, sugarcane, are assessed 
at a rate equal to two paddj" crops. At the present moment I do not 
think there is any other crop which involves any alteration in assessment. 
All dry crops are assessed at the same rate and all the irrigated ci'ops are 
assessed at the same rate. 

Sir Percy Thompson. Q. — ^1 aip not quite clear with regard to the source 
of irrigation. Suppose jmu had five different classes of sources, ten different 
rates for each source of irrigation. Therefore you would get 50 rates, i.e., 
50 different classes, on that assumption. 

A. — ^Yes. 

The President. Q. — ^That is not a practical possibility, is it? 

A. — ^It does not happen very often. There would not he more than 
about six different soil classifications and five classes of inigation ; but 
it might happen.* 


* Note . — ^In saying this I was wrong: forgetting that (1) different 
soils of- equal productivity are clubbed together for the purpose of money 
rates, (2) that money rates usually go in progression, i.e., best soil under 
2nd class source is assessed at the same rate as good soil under 1st class 
source. In North Arcot district, e.g., there are only 18 wot rates. 
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Sir Percy Thompson. Q.— I do not say- in ono village but in the same 
area. 

A. — Oh yes, it might, e.g., in a taluk. 

Q —Supposing it is six and five, possibly you will have .to multiply 
it by two for the proximity of the particular village to a railway station. 

— No, that applies only in the classification of dry lands, 

Q. — ^Why is it so? 

A. — On examination it was found not necessary in the case of wot lands, 
because the classification of .sources gives you enough variety of rate. 
Another thing is that a large wet area makes its own marlret. That is 
the theory. 

Q. — Surely you have thoroughly inaccessible lands where you have first 
class sources of irrigation. 

A. — It might happen but on the whole it docs not. If it is first class 
irrigation there will probably be a big tiopulation and good I'oads. 

Dr. Paranjpye. Q. — Do you cook your rates? 

A. — ^No, there is no cooking of wet rates in regard to the question 
of communications at all. 

Q. — ^I mean cooking as regards classification of soils. 

A. — ^Well, you can call it scientific cookery. 

Sir Percy Thompson. Q. — ^Assuming land revenue is 50 per cent of 
annual value or of net assets, when you apply water to a piece of land, 
the water-rate which you would get is just 50 per cent of the increment, 
is it not? 

A. — I fear I do not quite follow you. 

Q. — ^You have got a piece of dry land and it is^ assessed at Ds. 2 
an acre. Now then you provide a first class source of irrigation and class 
it as wot land, and you also find that the value of land revenue per acre 
is being raised from Es. 2 to Rs. 5. Your water-rate for supplying water 
is five minus two, that is three. 

A.— Yes. 

Q. — That is, your land revenue was Es. 2 before and now it has been 
raised to Es. 5. What you should get as real remuneration for the supply 
of water is Es. 3, and as both Es. 2 and Es. 5 are just half the annual 
value of the land or net assets, this sinn Es. 3 which you are getting is 
just half the increment because the not assets dry were Es. 5 and the 
net assets wot Es. 10. Is that the way it reallj' works. 

_ A. — Yes, I think it could bo put in that way, but it is not the way 
it is arrived at. 

Q. — ^Wliat I want to get at is this. What is the real financial effect 
of your application of water to dry lands? 

A. — jIt is the difference between the old rate on the land and the 
rate which you will impose in future. 

Q, — Therefore, you give half to the landholder and half to the State. 
Is that the only effect of supplying water? 

A. — ^Yes. Well the difference between two halves is also half. 

Q. — Then if the State only takes half the amount, don’t you think that 
it would be at least justified in claiming more than that? 

A. — ^I should think so. Thei'e is no legislative enactment to bar it, 
so far as I know. 

Q. — The landowner has done nothing to improve the land; on the other 
hand the Government has done much to improve the land. Is not the 
Government entitled to practically the whole increment? 

A. — ^Yes, but the cultivator or the man who holds the land has pre- 
suniably done something by way of levelling and manuring the land to 
bring it to a fit state for the cultivation of a wet crop. Generally speaking, 
dry land is not level, and levelling is necessary to make it fit for wet crops. 
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Q. — not these ho included in tlie expenses of cultivation? 

A. — Not the lovolliug. ' The expenses taken into consideration would 
ho the uorinal expenses of cultivating the wet land. The expenditure in- 
curred on account of converting the dry land into wet land is not taken 
into consideration . 

The President. Q. — Can you give us a set of typical rates for a village 
wherein there are wet and dry lands? 

A. — ^^Vet lands — 5; 4; 3. 

Dry lands — 2; lij 1. 

Q. — Supposing yoiT take drj- lands paying Es. 2, the water-rate will 
ho Es. 5 minvs Es. 2? 

A. — Tes. That is the highest rate. 

Q. — The land revenue payable would ho Es. 2 plus Es. - 3, that is 
Es. 5. That would not be actually the wet rate on that particular piece 
of land? 

A. — ^If we classify, it would be probably different. 

Sir Percy Thom 2 ^son . Q. — If you have a best class of dry land and 

a best class of wet land, when you convert the dry land into wet land, 

does it not follow that the best dry land also becomes the best 

wot land? 

A. — ^Not necessarily. 'When you classify the land as wet, you would 
consider whether it is conveniently situated for irrigation. If it was .at 
the tail of a channel you would probably reduce it to allow for the difficulty 
of working it. 

The President. Q. — Your best dry land might bo the black cotton 
soil and your best wet land might be clay soil? 

A.— Yes. 

Q. — Then j’our best dry black cotton soil might be quite unsuitable for 
iri’igation ? 

A. — Yes. 

Sir Percy Thompson. Q. — ^^^^^at you ought to do to get the right water- 
rate is to see what class the best diy land would fall in if it was wet. 

A. — Yes. I think such a scheme was tried in the Cuddapah settle- 
ment. Every field which was thought capable of irrigation was given a 
hj'pothetical irrigation classification on the assumption that would be irri- 
gated. So when water was taken, the village harnain knew how much to 
charge. 

The President. Q. — Just as you did in the Madanapalle settlement? 

A.— Yes. 

Q. — Can you tell us as a Settlement Officer, when the rate of increase is 
altered by the Board of Eevenue or by Government, how that alteration is 
carried into effect? Supposing you ai’c told the application of these rates 
yields an increase of 30 per cent and that you ought to reduce it to 20 per 
cent, hoAV is the process of reduction carried out? 

A." You mean when the Government orders that the rates should bo 
eiihanced by 20 per cent? 

Q. — No. Government says that all your proposals are all right and 
wo accept your half net assets, but we do not propose to take more than 20 per 
cent increase over the last settlement. 

A. — You increase all the rates by 20 per cent. 

Q. — I mean reducing. Supposing your net assets works out for an 
increase of 30 per cent and 3 ’ou are told bj’ Government not to make more 
than 20 per cent and that you will have to make one-third reduction all 
• through. 

A. — ^No. Wo will take the existing money rates and add 20 per cent 
to them. 

Sir Percy Thomj^son. Q. — ^What the calculation shows is that on the total 
there is 50 per cent enhancement as compared with the last settlement. 
Now then. Government says that is all very nice, but wo want onl.y 20 per 

YIT— 22 
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coni. Tlieroforo, you uuist coolc your figures, so tliat tlio tolnl is 20 por 
cent ill excess of tlio figures of llio last setl lemon t. Wiiat do you do in 
order to got only 20 .per cent and not 50 per cent? 

A. — ^^’’on are assuming that the Settlement Officer has re-classified. 

Q. — Ho has done everything and ho has com])loled his scttloiuont. 
The settlement shoivs the revenue to ho Its. 20,000, when in the last settle- 
ment it was Es. 14,000. Government .saj's that it is too big an increase 
as it is about 50 por cent and wo do not want more than 20 per cent. In, 
other words, instead of having Es. 20,000, Government .says it will be 
satisfied with Es. 17,000. How do you proceed to reduce this assc.ssmenl? 
On what principle you do it? 

A. — It is not done in that waj*. A^on have a .schedule of money rale.s. 
If you re-classifj', you have a new classification and yon have the money 
i-ates which you propose and which, according to the rise in prices, would 
justifj', say, 50 por cent more. 

Q. — Don’t you go and say, the financial effect is this : at the previous 
settlement we wore getting 10 per cent and wo arc now getting 20 por cent? 

The President. — jMi'. Loach’s point is this. Government would itself 
manipulate the money rates. The settlement is for money rates and 3 'ou 
have got an increase in money rales. Therefore, you know what money 
increase it iiroduccs. 

A. — That is so. 

Q. — Government itself does it? 

A. — Yes. 

Sir Percy Thompson. Q. — But what about the next village? 

A. — It is generally done on the whole district. 

Q. — ^I think .surely there is .some limitation in tlio enhancement which 
can take place in a village. 

A. — No. The limitation is on the enhancement of the holding, but not 
on the village. 

Dr. Paranjpye. Q. — Is it not 100 por cent? 

A. — No. On the holding it is not more than 25 por cent. 

Sir Perey Thompson. Q. — Supposing •your money rates work out to an 
increase of 100 per cent on the holding, what will you do? 

A. — I think I was wrong ; 25 per cent of the maximum which can ho 
applied at once. I think if tlio increment on a particular holding exceeds 
25 por cent, what is c.'illcd the increment remission comes in and it is 
spread over a series of years. 

Dr. Uyder. Q. — ;Y^ou have in this Presidency a .system in which irriga- 
tion sources and soils are each groui>cd into three classes, wot, dry and 
dvfasal. Is that so? 

A. — ^Very broadly, that is so. Tlio rates do not depend on the crop 
at all so far as wet rate is concerned. If land is wet, there is no differen- 
tiation of crop. 

Q. — ^In your report, you say that in G.O. No. 2712, Eovonuo, dated 
the 18th July 1918, new ndos were published for criticism, and accord- 
ing to this system, irrigation sources wore to ho arranged into three groups, 
and a fixed scale of water-rate under each group was to ho charged for cro])s 
according as they wore wot, drj’ or dufasal. 

A. — That docs not apply to wet lands. 

The President. Q. — Has that system over been introduced? 

A.— No. 

Dr. Uyder. Q. — ^lYhat is your present system? 

A. — ^In some oases, there is a fixed water-rate, which is Es. 4 an aero 
throughout the Presidency, and in other cases, it is what is called the 
differential rate, which is the differonco of W — D, with all sorts of varieties 
according ns whether a crop is wet, partlj* irrigated, etc. 

Percy Thompson. Q. — How do you decide whether to apply the 
difrerential rate or the fixed rate? 

A. — ^Tt is done by districtsi 



The President. Q. — Over tlio greater i)arL of the irrigated area you liave 
the consolidated ivct assessment. Tn certain recent cases the settlement 
rates have been departed from, and a .special rate -wliich is higher than the 
ordinary rate Ims been fixed. Tliat is in nhat is called the guaranteed 
area. 

A. — ^Yes. 

Q. — ^Thcn in about 10 districts j’ou have the differential water-rate? 

A. — ^Yes. 

Q.- 7 -That apiilics to areas not guaranteed? 

A.— Yes. 

Q. — ^Tu tho rest of the Presidency you have the old rales which wore 
fixed 40 years ago? 

A. — That is so. 

— Tho question of revising the dilferential and Ihe old fi.xed water- 
rales has boon under discussion for the last ten years. , 

A.— Yes. 

Sir Percy Thonipson. Q. — Tho ordinary consolidated rate applies to 
ryotwari areas where you can guarantee water and so class lands as 
wot. 

A . — ^Ycs. 

Q. — ^Thc differential rate applies to zaminduri lands? 

A. — don’t think so. 

The President. Q. — I think tho differential rate applies to zamindari 
lands. 

A. — don’t think it applies to zamindari lands in Kistna district, 
because there is no dz-y rate to base it izpozz. 

Sir Percy Thompson. Q. — Does tho fixed rate apply to zamindari 
lands? 

A. — ^Yes; also to lands in lyotwari areas in some distzlcts. 

Q. — ^Why do they have a fixed rate as distinct from the consolidated 
rate? 

, A. — Only if water is takezi to dry lands which have zio right to take 
water, tho fixed rate is charged. 

Q. — ^But you coidd charge the differential rate? 

A. — ^You could. 

Q. — ^You are working towards a differential rate? 

A. — Wo are working siwa 5 ' from it. 

The Prcside7it. Q. — Tu 1918 they decided to abolish the differential 
rate altogether and go in for the simizle fixed rale, but they have not yet 
succeeded in bringing that into foi’ce. It has been zmder discussion ever 
since 1918. After your sizccial duty, a Committee of the Legislative Council 
was appointed to discuss it and the papers were laid before the Council, 
but the Council refused to hzivo it introduced. 

A. — ^The Water-rate Committee decided that the question should be 
discussed bj- the Settlement Officer at the zesottloment of a given disti-ict. 

Str Percy Tho77ipson. Q. — ^What is a dnfasal crop? 

A.-— A crop which requires irrigation equal to two wot crops. 

Q. — Can you have two dry crops in a year? 

A. — ^Yes, but they would not he liable to water-rate. 

Dr, Uyder. Q. — So in this Presidency you have no uniform policy? 

A.— No. 

The President. Q. — ^In the case of certain new projects. Government 
have refused to guarantee any area. Although an area ought to have been 
settled as Avet, it has boon left as dry, and a fixed water-rate, varying 
with tho difforonl systems, has boon introduced. 

A.— Yes. 

Sir Percy Thompson. Q. — Then thci'o are diff'oreuL watoi-rates fixed 
for particular ivorks? 

A.— Yes. . . _ 



172 


The President. Q. — Your ])roi)osnl was tliat you should not have 
difforenl rates for new Avorks, hut that you should liavo si)ecial Avot rates 
tor them, and you should look to thoir gradual lovolling up as a result 
of the resettlements. 

A, — If the rates on tho old A\ot settled area in course of time came 
up to the level of your noAV project rates, tho new project rates Avould at 
the next settlement ho enhanced. 

Q. — It is stilted in your report that “it may lie hoped that tho dis- 
tinction botAA'cen the uoav project areas and the rest AA-ill disappear in 
tho course of future settloincnts AA'lien tho general rates rise to tho level 
of tho special project rates.” Do you think that under present conditions 
there is any hope of that tiiking place? 

A. — Probably not. It Avould all deiiend on Ibe cost of the new juoject. 

JJr. Under. 0. — I should like to knoAv AA-luit jirccisely is your difficulty 
in the zamindari arciis Avherc land revenue is iiernianontly .settled, and 
Avhoro tho lands receive Avator from Government somces. 'Why can’t you 
charge the full commercial value for Avatcr? 

A. — You do not know Avhat tho full A’aluc of AA'iiter is, but apart from 
that, theie is no legal limitation to the charge for Avatcr. 

Q. — You siiy that it Avould .seem .somcAvhat ine(|uItnblo to charge a 
higher rate for Avatcr supplied to those lands than for water .sujiiilicd to 
laud adjoining them Avhich is subject to tho consolidated Avot nsse.ssmont. 

A. — I only meant that if you haA'e Iaao fields, one ryotwari and the 
other zamindari, side by side, the ryotAiari bearing a fixed Ai'ct rate and 
the zamindari paying a diy rate to the zamindar and also a rate for Avatcr 
to GoA'ornment, it avouUI bo ineciuitablo to charge tho zamindari at a 
higher rate than you charge the ryotAvari. 

Q. — On the ryotAvari land your position AAOuld lie that you have 
a total charge AA'hich is varied every 2o or 30 years. On the other, the 
land roA'onue is fixed, and the only po.s.sible thing to do is to manijiulatc 
tho Avatcr-rate. 

A. — That is so. 

The Prc.sidnif. Q. — Isn’t tho inofiuality actually the other Aiay at 
present? The zamindar is paying a rate Avhich has not been varied for tho 
last half century. aaIiIIo the ryotAvari rate i'- revised every 30 years. 

A. — ^Probably tho ryotAvari rate is now higher. 

Dr. Ilyder. Q. — ^AVhat .system would you advocate for your Presidency 
if you AA'oro starting afresh? 

A. — ^AVo can’t start afresh. Tho (picstion i.s largely academic. 

Dr. Under. Q‘. — ^^Vhy? GoA'crnmont .sujiplies Avater to the ryot and 
to tho zamindar. It has got nothing to do Avith the question of land 
reA'onue; you have only to consider the charge for Avator. 

Sir Pernj 'J'hnmjison . Q. — ^You cannot toil Aihat jmrt of tho consolidated 
assc.ssmont is for Avater and Avhat jiart for laiul? 

A. — Tho difficulty Avould be to break aAvay from the consolidated aacL 
assessment and find a uoav basis to start on. ' 

Q- — Suppose you charge Ps. 4 AA-ater-rate on a piece of Avet land Avhich 
has been AA’ct for thirty years, on uhat arc you going to base land rcA’onuo? 
It ought to be based on AA'hat tho rate AA'ould be if the land AA’crc dry. You 
do not kuoAv Avhat it AA'ovdd bo if it AA'orc dry. 

A. — It AA'ould bo A'ory _ difficult to put a fresh classification on an old 
AA'ot land on tho supposition that it Avas dry. 1 think you AA’ould have 
to depart from soil consideration altogether. 

The President, Q. — ^^Vould it be po.ssiblc to arrive at it this Avay? Your 
AA'ater-rate should at least be not less than AA’hat tho least faA^ourably 
sitAiatod_ ryot is ready to pay. If you had a general rate of Avator-rato 
and arrived at tho consolidated AA’ot as.sessmcut on present principles and 
deducted your general Avater-rato from your consolidated AA’ot nssessmont, 
wouldn t j’ou get a fair idea of tho amount due on account of tho situa- 
tion and tho quality of tho soil? 

nioro^ fi^^^ ohjeot of doing it AA’ould be to alter your Avet rate 
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Q. — ^Tlie more nnfavoui’ably situated a' piece of land is, the more you 
liavo to pay for •water under present conditions. The more a project 
costs, the more it lias to pay. 

A. — Yes. 

Q. — A- project like Bliavanasi, which was started as a protective work, 
is paying twice the rate paid by the best land in the Godavari and Kistna 
districts. Isn’t that a reductio ad ahsurdum? 

A.— Yes. 

Q. — Your first attempt should be to get a general level of water-rate 
based on what the ryot is readj' to paj' in. the least favourable circum- 
stances. 

A.— Yes. 

Sir Percy Thompson. Q. — ^lu other words, it ought to be based on the 
value of the water to the cultivator and not on the cost of supply. 

A. — Yes, but it is very difficult to find what a ryot is prepared to 
pay. 

The President. Q. — ^You know what he is ready to pay in Bliavanasi: 
if he can iiay it there, he can as well pay it in Kistna. 

A.— Yes. 

Dr. Paranjpye. Q. — ^\Vould you be in favour of doing away ivitli the 
consolidated wet rates altogether and having a land revenue plus water-rate 
everywhere if j’ou could do it? 

A. — ^Yes, I think it would simplify matters. 

Q. — ^Ti'ithout attempting to increase the present wet rates, couldn’t 
you divide it on a rough-and-ready basis into two parts, one part being 
land revenue and the other water-rate? You could ask each cultivator 

what he considers should bo the land revenue ]iart of it and what the 

■water-rate part. 

A. — ^Yes.' 

Sir Percy Thompson. Q. — What is the object of this division when the 
total iiaymcnt is the same? Aren’t you contemplating raising the water- 
rate? 

The President. Q. — ^^Vould you advocate a uniform water-rate for 

homogeneous areas and for sources of suiiplj* of the same class? 

A. — ^Yes. 

Q. — ^IVhen you have that, whatever else s'ou take from the land under your 
settlement .system is due to the land. 

A.— Yes. 

Sir Percy Thompson. Q, — It seems to me that the consolidated rate 
is the fairest thing, because it makes the land paj' the added value on 
account of the water. 

A. — The difficulty, if you dissociate the water-rate altogether, is to 
know what water-rate you arc going to charge. 

The President. Q. — In Burma they deliberately state that Government 
is entitled to a larger percentage of the net assets in wet than in di-y 
lands. 

A.— Yes. 

Q. — ^In the case of projects that do not pay their way, do j'ou agree 
that the ryots under them .should pay as much as thej’ can bo made to 
paj’, short of stopping them from taking the water? 

A.— Yes. 

Q. — Then you would have a certain debit balance left. Is it right. that 
that debit balance should be met bj’ the general tax-])ayer or by the 
lieople who benefit bj’ the Government’s irrigation enterprise? 

A. — There is nothing in it. The general tax-payer and the people who 
benefit by the ^irrigation enterprise as a whole may he regarded as one. 

Sir Percy Thomjyson. — ^In any case, oven snjiposing Bs. 2 would pay 
J’OU liandsomely, if it is worth Bs. 20 to the culti-i’ator, you should diargo 
him Bs. 20. The cultivator ought to be made to iiay what he can. 



L^rcsklcnt. Q. — ^You say in iho report iliat “tlie only possible 
policy subject to reservation on tlie question of famine protection seems to 
bo to make irrigation pay its own way, and the policy is fortunately 
favoured by tbe circumstance that the profits of cultivation due to irriga- 
tion are so great that the ryots can Avell afford to pay. It is the only 
policy economically justifiable, the policy that the consumer must pay. In 
other forms of State or comniAinal service such as railways and the post 
office, the normal procedure is to charge the person avIio travels or sends 
letters by post, a rate Avhich Avill make these services pay.” What i'ou 
do there is to put on a uniform rate that Avill make the services paj^P 

A. — ^That is so. 

Sir Percy Thompson. Q. — The difl'erence is that anybody can go and 
buy a railu-ay ticket, but the people Avho benefit by your irrigation scheme 
are certain selected people 

A. — ^Yes; therefore, they should pay more. 

Q. — ^Pay ui) to AA-hat the traffic Avill bear? 

A. — ^Yes. 

The Presideni. Q. — Subject to AA-hat you say lieio about the reservation 
for famine protection, is it right to charge a uniform rate Avliich might 
result in some of the more faAmurablj' situated schemes paying for the 
less faAmurably situated schemes? 

A. — 1 think I should prefer to base the rates under each scheme on 
the cost of the scheme, i.e., make the person on Avhose behalf you are 
spending money pay for it, 

Q. — I do not quite see the fairne.ss of that. The benefit they . get is 
the same. 

A. — But the question is AA’hether it* is Avoi-th your aa-IuIo to do it at 
all. 

Q. — ^You say that the State cannot discount the faA'ours of iiattire. 
Why can’t it? In LoAver Burma, paddy land, to AA’hich Government supplies 
no water, pays a consolidated rate just the same, although no expenditure 
is incurred. 

A. — ^If you are going to start a noAV project, how would you fix a rate? 

Q, — I should have a general rate which I should Amry Avith reference 
to prices, say CA^eiy five years, if A'ariation Avas needed and if a noAV project 
showed signs of paying in due course, I .shotild be prepared to undertake 
it and pay for it out of the old projects Avhere the faAmurs of nature are 
helping you, 

A.— Yes. 

Dr. Hyder. — ^If that Avero adopted, surely people aaIio derive benefit 
from the old irrigation schemes already con.5tructed would oppose neAV Avorks as 
they Avould liaA-o to pay for them, so that your Presidency would have 
to Avait for a long AA'hile and that has actuall 3 ' been the case in the 
IMettur project where you have had to Avait till people could afford to pay 
Bs. 15. 

Pr. Paranjpye. — The present beneficiaiy is alwaj’s up against any 
extension of irrigation. 

_»9jV Peiyy Thomi^son. — ^IVhat j-ou ought to liaA^e charged from the very 
beginning is the maximum, people are prepared to pa3\ 

Pr. Paranjpye. Q.— If j'ou piit it fairlj’^ and squarel.y to the culti- 
vators that for a particAilar_ scheme thej’’ should paj’ so much and if they 
agree to that, is there no objection to their pajdng more than the surround- 
ing people? 

A. — ^I think that it is incAutable. 

The Presideni. Q. — ^Do you think that the ncAv cultivators under the 
ilettur project would acquiesce in permanently ]>aying three times the 
water-rate of the adjacent land for just the same service? 

T- ‘h' ’'nt know if j'ou could justif^f that. But aa’o nA'O bound bj’ 
the ougngemont Avith the people when aa'c fixed the rate. , 

Q- Isn’t the Avaler-rate A'ariable at the discretion of GoAmriAmcnt? 

— ^Yes, if it is not consolidated. 



Q.-^Your WatGr-rnto Coninilttco objcded to any variation in water- 
I'nlos except district by district every 30 years, and yon say tliej' voro 
dominated by the landed interests. 

A. — ^Yes, some members of it voiced the protests of Godavaid and 
Kistna. 

Q. — Aren’t the Godavari and Kistna people gro<-sly underassessed jn 
the matter of vater-rate? 

A. — ^Yes. 

Dr. Dydcr. Q, — Godavari and Kistna are permanently-settled areas? 

A. — Some are lyotn’ari and some zamindari. I think they are mostly 
i-yotwari. 

Sir Fercy Thompson. Q. — in zamindai’is, is the vator-rato paid by 
the occupier or by the owner? 

A. — think the ijracticc varies in different zamindaris. 

Q.— It is alleged in some parts that the charge oh Es. 4 on zamindari 
lands is too small. If so, does the zainindar raise the rent? 

A. — ^Yes; in some zamindaris the rent is paid in kind; it is half the 
crop, so that if a man tabes Government water, the zamindar would get 
the benefit of it. 

Q. — Then it must bo the zamindar who pays the water-rate? 

A. — ^Yes, I think it depends on the terms of the zamindar’s settlement. 

The President. Q. — ITave you studied the volumetric system? 

A. — ^Yes. 

Q. — ^IMr. Gallotti considers it to be exuite i^racticable. 

A. — Ho is an Italian ; the volumetric system is widely used in Italy. 
I don’t know what. his arguments in favour of it are. 

Q. — ^You have not seen his paper? 

A. — ^No. But can ho guarantee that the module will not bo inter- 
fered with? The question is one of internal distribution, 

Q. — You say that the betterment tax is in operation in jNfysore? 

A. — ^Yes, I think so. 

Q. — You have not had any particulars about it? 

A. — ^I read about it in a G.O. of 1918. 

Sir Percy Thompson. Q. — Is th.at betterment tax in addition to tiie 
water-rate ? 

A, — ^Yes. 

Q. — ^IVhat is the point in it? 

A. — The idea is that your water-rate does not include the whole charge 
for water. 

Q. — ^If you absorb by means of the water-rate the whole of the en- 
hanced annual value, there is no increased capital value. - 

A. — ^No, possibly not. 

The President. Q. — ^No watoi'-rato in India ever absorbs the whole of 
the increased annual value. 

A.— Yes. 

Q. — ^You quote a case in which they are ready to pay down a cash 
contribution for improvement. The betterment rate is an alternative to 
the cash contribution. It simply means a terminable annuity. 

A.— Yes. 

Sir Percy Thompson. Q. — ^You demonstrate that there is an increment 
and then you take a part of that increment by moans of a betterment tax. 
If you can chai’ge the increment as much as possible by means of a water- 
rate, it seems to me that a betterment tax is quite unnecessary. 

A. — Yes ; I think so. The difficulty is to tax it properlj’^ or rather to tax 
it fairly. It is difficult to force up the water-rate high enough to cover 
the enhanced value; 



I'hb Preai^cnf. Q— And also you have no law nndor which j’on can 
compel the peopld luidor a partictilar work to take water and pay the 
water-rate? 

A.— No. 

Q —And further^ the rate at which you can secure agreenierit is 
comparatively low? 

A. — ^Yes. 

The Maharajadhimja liahadvr of Tiurdwan. Q.— In reply to Q. 98_you 
say: “Nor is it true that the assessments lack the element of certainty. 
The assessments remain unclianged for a i^eriod pf thirty _ j’ears and are 
then altered only if there has heen so great a rise in pnees during the 
preceding twenty years as to justify an enhancement of the rates ’. Am 
I to understand that ordinarily the assessment is not changed after a 
period of thirty years? 

A. — It is changed after a period of thirty years. 

Q. — Ordinarily,, the alteration in prices is so great after thirty years 
that there is every justification for raising the assessment. 

A. — ^Yes. I think there is only one district — Cuddapah — where the 

rates have not heen increased. 

Dr. Dyder. 0-~What is that due to? Is it because the people are 
not affected bj' the rise in prices? 

A. — The Settlement Officer, j\Ir. B. W. Davies, put the case very strongly 
and Government accepted it. 

Dr. Daranjpyc. Q. — Does it mean that the old assessment was xiitched 
too high? 

A. — No. It meant that although there was a case for increasing the 
assessment on _ the basis of prices, the tract was genorallj' backward and 
subject to famine and it was inadvisable to increase the assessment. 

Q. — ^But surely it means that the old assessment was excessive? 

A. — But it was fixed on the basis of prices then prevailing. It was 
fair from that point of view, 

Q, — But there might have been a mistake committed then, or the 
policy in those days might have been different. 

A. — The policy was the same, I think. It was only that there had 
heen no considerable imxirovemont in the district. Tbo rainfall is scanty 
and the tanks are small. ' 

The Maliarajadhiraja Bahadur of Burdwan. Q. — In your part of the 
world, do you find a growing tendency to oppose periodical surveys apd 
settlements ? 

A. — Since the Reforms, there has heen considerable opposition. 

Dr. Paranjpyc. Q. — They have also passed resolutions in favour of perma- 
nent settlement. 

A. — ^Yes ; and it is also now proposed to fix by law the maximum enhance, 
ment. 

The IMaharajadhiraja Bahadur of Bvrdwav. Q. — ^Do you think that one 
%vay of obviating that difficulty would be either bj' having the maximum 
limit of enhancement, as you have just now mentioned, or by having your 
settlements at longer intervals? 

A, — ^You will have then a greater outcry at the end. 

The President. Q. — ^Does not the fixing the limit of increase tend to 
perpetuate the existing inequalities? 

A. — Quite. The objection is not because enhancement is any more hard 
nowadays, but merely because political action is altogether more forward 
than it used to be. 

Dr. Paranjp)ip. Q. — ^Is it due to the feeling among the jMembors of the 
Legislative Council that the village people pay far more as taxes to the 
Government than the town peojile do?. 

A. — ^No; I do not think so. I think it is duo to the general dislike of 
the rich to have their taxes increasedi I do not think it is due to any agita- 
tion on the part of the small holder: 
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The Maliarajadliiraja Bahadur of Burdwan. Q. — I am not conversant 
witli your system or the class of people tvho OTvn land'. But in Bengal every 
man practically owns landj and so the champions of the tenants in the 
Legislative Coimcil oppose survey and settlement. The middle class culti- 
vator or the middle class tenure-holder is more opposed to survej' and settle- 
ment than the tenant himself is. That is my experience in Bengal. 

A. — Yes. I think it is so here also to some extent. 

Q. — ^You say again in_ reply to Q. 98 (4) “the figure of 20 per cent for 
the expenses of collection is, I imagine, much exaggerated”. Could you give 
us the right figure ? ■ 

A. — am afraid I have not the least idea. 

Q. — ^Is 20 per cent the margin allowed under your rules? 

A. — ^No; there is no margin. There is no fixed limit at all. I do not 
know where the 20 per cent came from and on what it was based. 

. _ The President. Q. — ^It has been frequently urged in the Madras Legis- 
lative Council that the percentage cost of collection is higher than 20 per 
cent, and that it is much higher in Madras than in any other province. 

A. — Oh, I see. 

Dr. Paranjpye. Q. — ^You say; “the time of payment is carefully fixed 
to suit the ryot’s convenience. The assessment for the year is payable 
usually in four monthly instalments, the first instalment month being that in 
or before which the main wet crop is usually harvested”. Have you heard of 
the complaint that the ryot generally does not get the benefit of high 
prices, because he has to sell his produce immediately after the harvest and 
occasionally before the harvest. 

A. — suppose he gets better terms even if he sells his crops beforehand. 

Q. — ^He is forced to huny up the sale of his produce even under unfavour- 
able conditions? 

A. — ^Yes; he may have to sell his crop or a portion of it at once in 
order to pay the first instalment. 

Q. — ^Therefore, your figures for prices would not generally affect his 
ability to pay unless you take the prices of that particular time. 

A. — ^If the general average of prices has risen, he will get the same 
proportionate benefit. 

Q. — ^But your system of payment is such that he is forced to sell even 
under unfavourable conditions of the market? 

A.— Yes. 

JDr. Myder. Q.— Is not there the fear that if the cultivator is allowed 
time for six months, he might not have anything left with which to pay? 

A. — ^Yes; he might celebrate a marriage. 

Q. — ^It appears to me that there is too much of assessing' and assessment 
work in the •sdllages here. Are these boundary stones over the entire 
Presidency? 

A.— Yes. 

Q. — On whom does the original cost fall — on the Government or on the 
owner of the field? 

A. — On the Government. 

Q. — If the stones are lost, the cultivator has to make them good? 

A. — ^Yes. 

Q. — .'Wliat is the point of having these stones all over the Presidency? 
Don’t you think that too much of assessment work is involved thereby? 

A. — 1- think it saves a good deal of litigation, although the cost of survey 
is very high. 

Q. — ^I\^th regard to the question of the cost of collection being high,_ it 
appears to me that in your Presidency you keep a number of registers which 
are not kept in other provinces, so that you have got an abundance ot 
statistical material and that naturally puts up the cost. Is that so? 

A. — ^Yes; I'suppose it is so. 

VII— 23 
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The President. Q. — ^Do you consider that you could reduce or get rid of 
a number of oiBcers if you kept fewer registers? In other words, do you 
think more is involved than the cost of paper? 

A. — Certainly not. 

Q. — ^How many villages does a group consist of? 

A. — ^Not moi'e than one or two. 

Dr. Faranjpye. Q. — Could you not have one village accountant for four 
or five or even ton villages, if the number of registers was less? 

A.— I do not see how you can have a less detailed registry as long as you 
deal with the ryot direct. 

Dr. Ryder. Q. — It is so in the Punjab, where also the Government deals 
directly with the ryot. Although the land revenue is paid to the headman 
of the village, the Government really is in touch with the individual ryot 
and there the number of registers is less. The jmtwari keeps only two or 
three registers, and he has five or six or even twelve villages under his 
charge. 

A. — I imagine the irrigation staff is much bigger there. 

Q.— Here he does the ordinary land revenue work and irrigation work? 

A. — ^Yes; he records all cultivation and works out what each man has 
to pay. 

The President. Q. — ^Wlien a large reduction was actually made in the 
village staff, what was the result in the Council? Is not there a Bill to 
reinstate them? 

A. — ^Tes; there is a Bill now to reinstate them, though they were 
thought unnecessary. 

Dr. Ryder, Q. — ^The Council wants to reinstate them and thus provide 
employment for them. 

A.— Yes. 

Sir Perey Thompson. Q. — ■'With regard to Q. 100, you take the view that 
land revenue is a rent and not a tax? ' 

A. — ^Yes. 

Q. — And you rather base that on the fact that the man gets a quid pro 
quo ? 

A. — ^Yes. 

Q. — But people usually say that he is the absolute owner of the land. 

A. — ^I do not think he is here. I think the State as the owner of the land 
and he holds it only so long as he pays for it. 

Q. — ^YjHiat is his title? Has he not got a patta? 

A. — ^Yes; hut the patta is not a title hut rather a receipt. 

Q. — Is there any documentai-y evidence for the terms on which he holds 
his land ? 

A. — ^Not for the individual, except that he holds the land subject to the 
payment of the land revenue and that if he does not pay it, his land is sold. 

The President. Q. — You have got the chitta from which the patta is 
extracted? 

A. — ^Yes. I have seen it stated that the State is the holder or the owner 
of all land. 

Q. — ^And the ryot merely gets certain rights over the land, one of the 
conditions being the payment of the land revenue? 

A. — ^Yes, the sole condition. This is the basis of all dealings between the 
hladras Government and the landholders. 

Q. — But how do you appls’ that to land acquisition? It is Government 
land and yet Government pays the full value? 

A.— Yes. 

Sir Percy Thompsoyi. — ^I think it is quite consistent. Government has 
parted with certain rights which it acquires. 

Dr. Ryder. Q. — 1 do not quite understand the distinction you make 
between income-tax and land revenue. You say, “The payment of income- 
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tax brings in no direct return to tlie payer, but in return for tbe pa 3 unent of 
the land revenue, tbe agriculturist obtains tbe enjoyment of land”. I should 
like to be quite clear as to your meaning. Noiv when a man pay^ income-tax, 
what does he obtain? He obtains the general protection of the State in 
respect of life and property. When a man pays land revenue, what does he 
get in return? 

A. — ^Even a man who does not pay income-tax gets the general protection; 
but tbe man who does not pay the land I'evenue does not enjoy the land. 

Q. — ^The point is this. A pays income-tax and he obtains protection of his 
own person and property. B, a land-owner, pays land revenue and ho 
obtains protection of his own person and property. Where is the difference, 
unless Vou assume that the land belongs to the State ? 

A. — pays for the advantage he gets out of the land and not for any- 
thing else. He gets the crop. 

_Q. — The practice that prevails in insecure provinces like the Frontier 
or in the Northern Punjab is that the cultivators or the people who own 
the land pas' the land revenue and the Government gives tlieni protection, 
or rather guarantees them in the possession of the land. That is, the 
Government guarantees to these people the indisputable right of enjoyment. 
Secondly, there are iieople who may not own lands and may not pay land 
revenue, but they may own cotton mills or any other business and they pay 
in the shape of income-tax, etc., and thej^ get in return from Government an 
undisputable right of enjoyment of whatever thej' may possess. The doubt 
which is lurking in the minds of many of us is this : if the State does not 
extend its protection to these people who are in the enjoyment of their 
property, thej' may be turned out by anybody. 

A. — Quite probable. 

Sir Percy Thompson. Q. — Take, for instance, a landlord who rents his 
land on a 99 years’ lease, the tenant builds a house and sublets for 21 years’ 
lease on payment, who is the owner? It is all question of division of rights. 
The rights of the people are secure in consideration of the payment of land 
revenue. So it is not a tax. 

A. — ^Yes. 

The President. Q. — The present land revenue is the commuted share of 
the produce; is it not? 

A.— Yes. 

Sir Percy Thompson. Q. — Is not the payment now made to the State 
exactly the same thing as a tenant makes to the zamindarP In one case you 
call it a rent, and in another you call it land revenue. 

A. — ^Yes. 

The President. Q. — In answer to Q. 98, you say first that “in theory the 
State is entitled to half the net produce of the land”, and then explain how 
the assessment is made. In the end you say, “One-half of the remainder is 
taken as the assessment on the land”. Can you tell us what is the percentage 
taken in the Chittoor settlement which you did? 

A. — I am afraid I cannot tell you now. 

Br. Parartj'pye. Q. — ^You say, “I know of no wny to check fractonisa- 
tion”. Do you think that any legislation is necessary for the purpose? 

A. — ^As far as I know, no legislation will be of any use. 

Q. — ^’’hy, it has been working very successfully in other countries like 
Denmark, S-witzerland and others. Not only that, there are laws also 
which require redistribution of holdings, so that they may be made economic 
holdings. 

A. — ^I do not know that. 

The President. Q.— You say, “You can levy a charge on making a sub- 
division as has recently been done in Madras”. How much is it? 

A. — 1 think it is one rupee per field line. 

Q. — ^You say that inequality duo to temporary settlements is obviously 
not avoidable. 'This is duo_ to fluctuations in prices which have occurred. 
Does it work out all right in the long run ? 

A.— I should think it has so far. In the ryotwari settlemenls the 
prices have been rising; of course, they might fall again. 
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Q. — They hare gone up much more rapidly in some periods than in 
others. 

A . — 1 suppose they liave gone u]) a great deal in the last few years. 

Sir Percy Thompson. Q. — ^Is it not a gamble rather than an inequality? 
It is like income-tax; when you have high profits you pay more, and when 
you have low profits you paj' less. 

A. — ^You cannot got any iiarticular equality in taxation. 

The President. Q. — AVould it not be practicable to work a system similar 
to that obtaining in Australia? You have three factors. First, you have a 
valuation stafF which values the land just as your settlement department docs. 
Then you have the Government which would fix the rate. Lastly, 3 'ou have 
the Collector who would apply the rate to the valuation. Would you apply 
the sj’stem of valuation, the rate being fixed for the time being by the 
Council ? 

A. — That could be altered at will. 

Q. — No. As the districts fall in for resettlement, you will have to substi- 
tute for the settlement of the revenue the valuation of each holding. 

A. — ^How would the valuation bo done? 

Q. — Just like in the settlement, applying the same princii)lcs. 

A. — In what terms would it be expressed? 

Q. — On the annual value, so much per acre. 

Dr. Paranjpye. Q. — ^Would j'ou go still further and say that the valuation 
for this piece of land is so much grain? The Council will fix such and such 
a percentage, and the Collector will applj’ that percentage and take not so 
much percentage of the grain, but the percentage of the price, or the 
average price value of the grain. 

A.- — I think it will be a very difficult thing to do in tlmt way. It will bo 
very difficult for the legislature to settle the tax. 

The President. Q. — They would fix one uniform rate -for the whole 
Presidency. 

A. — But I mean varying the rate. 

Dr. Paranjpye. Q. — No, it would be just like the Finance Bill. It 
will be fixed every year. 

A. — There will bo a good deal of uncertainty; the ryot cannot know 
what ho has to pay in a particular j-ear. 

Q.. — But ho knows what the valuation was. 

A. — May be. 

Q. — At present it is a very difficult thing. Do you think the valuation 
system will be practicable? 

A. — Yes. The settlement has been done, but the valuation has not; at 
any rate, in the original settlement the valuation is there, and to make a 
‘ new valuation will be a big undertaking. 

Q.. — ^You only undertake it in lieu of resettlement? 

A. — ^Yes, but the original settlement took a long time to do, an extra- 
ordinary long time, say, four or five jmars. 

Q. — ^Vhy should the valuation take more time than a resottloment? It 
could be done on the basis of j^our accepted doctrines for settlement purposes. 

A.^ — ^But I do not think the facts can be known enough to bo accurate. 


Mr. A. HAMAIYA, M.A., P.B/.XS.S., Vakil, Madura (South India), 

was next examined. 


Written memorandum of Mr. Iljtmaiya. 

I have carefully gone through the questionnaire prepared bj' your Com- 
imttoo, and I find that, except^ with regard to questions which require for 
tlicir answer statistical or official information, or knowledge of particular 
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local conditions, to which I have no access here, my views with regard to most 
of tho other questions which deal with general induciples and their appli- 
cation to British India, are expressed in raj' recently published book ‘A 
National- Sj'stcm of Taxation’ of which I believe, 1 have given a copj' to your 
Committee. If your Committee docs not possess a copj- I shall be glad to 
send them one. 

Your Committee’s questions relating to income-tax do -not appear to me 
to be quite comi)i-ehensive, or to deal rvith all tho aspects of the subject. As 
a person who has made some special studj' of the subject of income-taxation, 
and who as a professional lawj’or, has had also something to do with income- 
tax cases, I have to bring to tho notice of j'our Committee, that tho existing 
Income-tax Act in British India, though a considerable impiovoment on its 
predecessors, is still very defective and requires rectification in important 
particulars. Some of the more imiiortant defects have been dealt with in my 
book, and in tho note on ‘The 'Machineiw and jMcthods of Assessment’ which 
I sent you m November last, and I only propose here to invito your Commit- 
tee’s attention to some other defects. 

(a) Tho proviso annexed to Section IX (2) of the Act says that ivhore 
house property is in the occupation of an owner for his own residence its 
annual value shall bo deemed not to exceed ten per cent of the total income 
of such owner. It will bo scon from this that tho annual value of residential 
houses is made to depend upon tho varying total incomes of tho minors. The 
incomes of busine.ss men in general, and of all those persons whoso incomes 
are earned abroad and who arc not bringing all their incomes into British 
India, seldom are uniform and vary a great deal from year to year. In spito 
of tho fact that they live in palatial buildings, costing lakhs of rupees (I 
have in mind in particular tho Nattukottai Chotty community of Southern 
India) thej' escape income-tax to a verj' large extent on tho annual value of 
their house properties, tho estimation of which is not in anj- case to exceed 
10 per cent of their total incomes accruing in British India. " In place of the 
existing provision for estimating tho annual value of house properties, in 
the occupation of the owners themselves, I would suggest that the same may 
bo fixed at 5 por cent of tlio capitalised market value of the i>ropertj' to bo 
determined once in fivo or six j’oars. 

(h) Sub-section (2) of section IV of tho Act exempts from tho incomo- 
taj^ and does not oven include for purpose of determining the rate of tax 
to be applied, incomes accruing and arising out of British India. From 
the standpoint of fiscal justice, this xn'ovision is not in any view defendable. 
It cannot be denied that por-sons who reside in this country and enjoy tho 
social advantages of such residence, owe a duty to tho Government of this 
country, irrespective of tho sources whence their incoines are derived. Most 
of the rich Nattukottai Chetties of this part of India have their business 
outside British India such as Ceylon and tho Federated Malay States, and 
scarcely bring their incomes here, leaving the same to accumulate there, ten- 
fold, twentylold and fiftyfold for a series of years. So that, in spito of 
tho fact that thej' hold very high social positions in life, and enjoy all the 
amenities of such life in this country, they pay little tax to tho Indian Govern- 
ment. Tho absence of an income-tax in such foreign places as, for example, 
Ceylon, Avhere they conduct their busine.sscs, is a great inducement for them, 
not to bring their accumulated wealth ty British India at all. Further, oven 
if they should, at any time, transfer their accumulated wealth to this 
country, they practically escape paying the Indian income-tax because under 
the Act, onlj’ incomes which have arisen Avithin three years of their being 
brought into this country and not accumulated incomes of earlier years, are 
liable to be taxed. If the income-ta'«^ should be just in its operation, this 
sub-section (2) of section IV of the Act should be removed, and all incomes 
AA'hether arising within or Avithout British India should bo made liable to 
pay tho tax. [This in a aavij' coA-ers the second half of question 46 of your 
questionnaire.] 

(c) With regard to double taxation, judged in tho light of the sugges- 
tions contained in the Eoport of Double Taxation submitted to tho Financial 
Committee of tho League of Nations bj' Professors vSoligman, Einaudi, and 
Bruins and Sir Josiah Stamp, it aiApears to mo that the provisions contained 
in section 49 of the Indian Income-tax Act are highly satisfactory and 
economically as well as financially adA'antageous to this country. The only 
thing needed is that the provision should be extended to all foreign countries 
within tho British Empire, and not confined to tho United Kingdom alone 
as at present. 



id) Having regard to the method of life led by the generality of 
people in this country, it is very regrettable that under the existing income- 
tax law there is 210 provision under which an assessee can claim deduction 
from his tax;ible income of the interest he pays on amounts he has "borrowed 
for family or other pui-poses. Only in the case of business people allowance 
is made for interest paid on capital borrowed for their business purposes only. 
Most of the rich and middle class people in India, especially the land-owners, 
are not cai'rying on any such regular business as contemplated by the defi- 
nition of the term given in the Act, but are in the habit of lending, doing 
business jointly with otliers, bori-owing in their own individual nai2ies, paying 
interest on amounts borrowed, and so on. In such cases as well as in the case 
of business men themselves, who have borrowed for other than business pur- 
poses, the income-tax authorities are refusing to make allowance for interest 
paid on amounts borrowed. It appears to me that it is harsh and unjust 
to tax the incomes accruing to individuals without deducting the interest 
they pay on amounts borrowed for whatever purpose. 

(e) One other point which I ■wish to bring to the notice of your Com- 
mittee is that tlie existing rates of income-tax and supei’-tax on incomes 
of foreign comijanies accruing and arising in British India are too low, 
especially when we have regard to the fact that their shareholdez's are for- 
eigners whose incomes are not availaule for the Indian income-tax. I would 
suggest that a distinction should be made between Indian and foreign com- 
panies, and that the latter should be made to pay income-tax and super-tax 
at higher rates. 

AVith regard to the other taxes dealt with in the questionnaire, I believe 
I have in my book sufficiently suggested and indicated, though not elabo- 
rated, the lines 021 which they should be i-efor2ned and regulated. By ovei- 
sight I did 2iot send the an2iexed note 022 “The Administratio2i of Customs 
a22d Excise Duties” when I sent you the 2iote 021 incozne-tax. I azzz sendizzg 
it 2Z0W azzd it znay be read as a continuation at ezzd of Chapter B of zny book. 

So far as the divisiozz of taxes betzveezi the general and Provincial 
Governznents is cozzcerzzed, my omz view is that Izzdia is izz some respects a 
federal, and izz sozzze others a unitary State azzd that the experience of 
other countries will not be of zzzuch help in guiding policy here. I would 
suggest that while the existizzg distribution of the taxes may well be main- 
tained, the tax laws should be made uzziforzzz for the whole country, and left 
entirely under the control of the Central Government, so that not only the 
burdezz of taxatiozz but the methods and machinery of administration may as 
far as possible be zzniforzzz throughout the couzztzy. 

Fizzally zvith regard to the whole scheme of taxatiozz referred to in 
Q. 26. I zvish to bring to the zzotico of your Conzmittee, that though 
tlze principle of ‘Faculty or Ability’ to pay zzzay Izizve been until nozv the 
prevailing and accepted prizzciple of taxation, a zzew and more comprehensive 
priizciple fozznded on the theory of ‘Maximum Social Advantage’ and ‘Mini- 
zznzm Social Sacrifice’ is nozv coming izzto gz-eater prozzzinezzce, as a result of 
a zvider nndorstandizzg of the conditiozzs of social well-being, and is sure 
soon to becozzze the sole deternzizzizzg factor of taxation policies. In this con- 
zzection I may invite the attention of the Committee to Professor 
A.C. Pigou’s great work ‘The Economics of Welfare’ (especially part TV of the 
book), and to the essay ozz ‘National Taxation after the War’ contributed by 
the late Professor Alfred Marshall to ‘After AVar Problems’ by the Earl of 
Cromer and others, edited by AA^. H. Dawson. 

Ovstoms and Excise Duties, Methods and Machinery of Administration. 

So far zve have cozzsidored the izriizciples that should govez’zz the regizla- 
tiozz of customs azzd excise duties, and made some szzggestzons ns to policy. 
AVc shall nozv pass ozz to consider the zzzethods and machinery of administra- 
tiozz best fitted for a successfzzl zvoz-kizzg of the policy. 

The first thing zzecessary for ezzsuring success in tariff administration is 
the znaking of a proper tazdff. Articles of humazz consumption beizzg in- 
nunzerable and very varied in kind and quality, zzo mez'e classification of them 
info necessaries, and zzozz-zzecessaries zzdll be sufficient for the proper formizzg 
of a satisfactory schedule of rates. Leaving necessaries as a class by them- 
selv^, to he distinguished _ by their characteristics of satisfying the absolute 
i'e(juirozzze2its of human existence, we find that among zzon-necessaries there. 
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the importers, exporters and producers with whom they may come in contact. 

And there will also he little opportunitj- for the fraud easily possible and 
common in cases of ad valorem duties. But one great disadvantage cff specific 
duties is that they fail to take into account the changes in prices of the 
commodities on which they fall (unless the duties themselves are revised 
2 )eriodically with reference to the changes in prices), so that the actual bur- 
den that they may impose on particular ai-ticles maj' be heavier or lighter 
than what was intended to bo contracted bj' them. Further, they require for 
their ellicient working an elaborate and detailed classification of articles, 
and a differentiation of ilieir various grades and qualities, so that unfair 
charging of uniform amounts on articles of different vahies may not occur. 

On the other hand ad valorem duties, in spite of their theoretical . per- 
fectness, will lead to the fraudulent undervaluation of their goods by those 
who are affected therob3’, in order that the.v might escape paying dutj’ on 
the full value of such goods. To prevent this, an elaborate and efficient 
machinorj' of apin-aisoment will have to bo provided, and for keeping the 
ajjpraiser in knowledge of the changes in prices of the articles dealt with 
by them, an independent staff for ascertaining and publishing such changes 
in prices will also bo necessary. Further, a sj'stem of ad valorem duties, 
though it has the advantage of axitomaticallj' adjusting itself to the prices then 
and there current, tends to have an uuhealthj* influence on mercantile con- 
tracts. leading often to malignant forms of speculation in business. Neither 
of the two s3'stems being thus quite satisfactor.y, we are led to consider a 
special combination of them, known as ‘tariff valuation’. This last may be 
described in the words of the Indian Fiscal Commission as follows : “The 
principle of a tai'iff valuation is that the Government from time to time 
determines the value of the article for purposes of assessment, and thereby 
relieves the customs officials from this part of their task. The sanctioned 
ad valorem rate is thou applied to the conventional value fixed for the article. 

The tariff valuation is thus equivalent to_ a s.vstcm of specific duties adjusted 
from time to time to meet fluctuations m prices, the basis of the duty_ re- 
maining a uniform ad valorem r.ato. This s^’-stem to a large extent combines 
the advantages of both specific and ad valorem duties. The collection is as 
simple as the colleetion of a specific dutj’. The importer also is able^ to 
calculate ahead approximately what dutj’ he will have to pay. If the adjust- 
ments are made at frequent intervals, the intentions of the Legislature 
in regard to the rate of duty will not be defeated by fluctuations in price, 
and the piiblic will know the exact rate at which the duty is being levied.” 
There is no doubt that this method of combining the principles of ad 
valorem and specific duties minimiso the disadvant.agcs of each of them taken 
singly. The only thing that we have to determine is the basis on which 
the tariff valuation lias to bo fixed. The Indian Fisc.al Commission suggest 
that it may he fixed once ovorj' year, on the average of the actual prices, 
that prevailed during the preceding three ^’cai’S. This suggestion has much 
to commend itself and may be adopted. But it may well lie doubted whether 
for bringing tariff values as far as possible in close proxirnity to the actual 
market prices that might prevail during the period for which they are to be 
in force, it will not be desirable to have quarterly or at least half-yearly 
revisions of such values, basing them on the average prices for the quarter or 
half-year immediately preceding. 

One further point that we have to consider in connection with the methods 
of tariff administration is the prevention of smuggling. The temiitation to 
smuggle arises out of a natural propensity stimulated bj’ the love of gain 
resulting from a sueccssful evasion of duties. Out of the three kinds of duties 
which have been dealt with in this chapter, smuggling can be practised only 
with reference to import d\ities. No smuggling is_ po.s.sible in the case of 
exports as articles in such case must necessarilj^ he going out of the conti’ol 
of the intending smuggler. With rcgai-d to exciseable articles, secret pro- 
duction ina.v evade the dutj^ but an efficient excise machinery like the exist- 
ing Salt and Abkari Department can effectively obstruct and discourage any s 
such operation. It is in the matter of import duties that the designs of the 
smuggler have to be contended against. 

The prevention of smuggling is not only important for a successful work- 
ing of the tariff policy proposed in this chapter hut essential from the 
standpoint of developing the virtue of the communitj' itself. A vigilant .and 
incorruptible staff of customs officials, _ a sufficiently penal legislation and 
the adoption of low rates of diity on articles easily capable of being smuggled 
are the only remedies against it. To stimulate a detective spirit and honesty 
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of work in the customs officials, any amounts up to tho value of a third of 
the contraband articles detected may be offered to the detector, the remain- 
ing going to the Government j for discouraging the proimnsity to smuggle 
among smugglers, besides confiscation of tho articles contrabanded, very 
severe inmishments (such as rigorous imprisonment extending up to 1 j'oar) 
may be imposed on the delinquents; while in order to weaken the induce- 
ment foi- S22iugg}i!ig, articles ^rhich are small in bulk and likely to escape 
even the most vigilant search, whatever be the class to which they belong, 
may be charged not more than a nominal rate of duty so that nobody should 
think it worth his while to smuggle it. 

In these ways smuggling will have to be combated. But in the case of 
India one additional opportunity for smuggling notably exists, and as to 
be got rid of, if the tariff administration of the countrj' should prove efficient 
and successful. This arises out of the existence of tho French, Portuguese and 
other foreign possessions in this country having their ports in some places 
on the sea_ coasts of the country. These foreign possessions are not subject 
to the Indian tariff' regulations; and their ports being freely open to articles 
of imiiort and export, the most common form of smuggling in India is prac- 
tised on the border line between these foreign possessions and British India. 
Owing to the unmanageble length of the line, efficient watch and supervision 
become extremely difficult if not impossible. And to add to this, corruption 
being most rampant among the officials stationed on tho line, the working 
of the Indian tariff is mucli hampered and its intended effects considerably 
compromised. To remedy this situation, the only course is to get extended 
by _ moans of treaty arrangements or other diplomatic negotiations the 
British India tariff to the other i>arts of India belonging to the foreign 
nations, so that there might be a single and uniform system of tariff adminis- 
tration for the whole counti-y. 

It will be seen from the preceding paragraphs that the successful work- 
ing of a tariff system requires among other things the existence of a com- 
petent machinery for its administration. Of course the ultimate control and 
responsibility as to the broad principles of policy to be followed shall vest 
in the Legislature. But the details of working will have to be entrusted to 
a special body of experts endowed wJth knowledge and experience in the fram- 
ing of tariff schedules and putting them in action. Such a body may take 
upon itself the whole direction of the administraton besides investigating into 
and determining the details of tariff policy. Like the 'United States Tariff 
Connnission, it may be composed of .six members, half the nujnber consisting 
of men of wide general attainments in politics, economics and law, and the 
other half, of experienced and distinguished members of tho Customs and 
Excise Department. Below this Board of Tariff Commissioners and acting 
to their direction there must be established a Central Customs and Excise 
Department for the whole of India, with convenient administrative sub- 
divisions beneath it, for the purpose of carrying on tlie work of asse.ssment 
and collection. In this connection the tariff organisation may also wherever 
possible, especially in relation to excise duties^ make use of any machinery 
that might exist for land revenue, income-tax, and other taxative purposes, 
and thus effect considerable econpmj* in tho costs of the administration. 
Also the existing Statistical Department of the Government of India may 
after necessary elaboration, he well utilised for tho business of ascertaining 
and publishing the fluctuations in market prices of taxable comodities which, 
as wo saw, would be required for determining tariff valuations. If on these 
and similar lines the tariff machinery in India .should be reorganised and 
supplemented there can bo little doubt that it will conduce -greatly to efficiency 
atd economy in the working of the system os a whole. 


Note on the method and mocliiner]i of a!!scsS2nent and collecfion of Jncn2ne-tax. 

One great difficulty In connection with income-taxation is that the assess- 
ment depends in most coses entirelj' on the returns made by tho assessees them- 
selves. Taxation being essentially a sacrifice from the .standpoint of the in- 
dividual, it is to the self-interest of every one who is liable to pay a tax to 
try to escape from it as best he can. This is pnrticularlj' true of the income- 
tax. Generally speaking, tho income of a person being his private perspnal 
acquisition, neither tho amount of it nor tho exact source from which it is 
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derived can with any certainty ho gaitgod, especially when the person con- 
cerned is particularlj' interested in not disclosing it to others owing to tho 
fear of heavy ]ial)ility to income-tax. There is thus a fundamental difficulty 
connected witli assessments to incomc-taXj on account of tho difficulty of as- 
certaining the amount and sources of income of individuals. 

But Governments are not thrown into helplessness or despair on this ac- 
count. In actual practice both in India and clsowhoi'o, there aro thi'eo 
working methods which though not perfect or exact in themselves, arc fairly 
capable of satisfactory results. They aro (1) the method of stoppage or de- 
duction at source, (2) the method of direct assessment on return of income and 
(3) tho method of presumptive assessment. 

The first method is considered to be easy of application and so far as it 
goes, certain of its result. What it does is that it makes it incumbent on 
pain of their own liability on all those who aro responsible for paying any 
income by way of salary or other remuneration to others or by way of interest 
on securities to deduct tho income-tax duo from such incomes and remit it 
to tho Government Treasury. They are also paid a small commission for 
thoir trouble of ussossing and collecting tho tax. This is undoubtedly a vorj’ 
good method of assessment. But unfortunately it is incaijablo of wide ap- 
plication. At best it can api)iy only to two heads of income, namely, ‘salaries’ 
and ‘interest on socui-ities’ wlici-o the incomes arc paid to tho assessoes by 
third persons who being paymasters can effectively control tho sources of 
such incomes. In other cases such ns professional and business earnings and 
incomes derived from iiroporty, none -oxcejit tho assc.vsees themselves hav'o 
any control either over tho source or the amount of thoir incomes. Hence 
it is impossible to apply tho method of stoppage at source to such incomes. 
^Again, besides being restricted in its scope and application, tho method has 
also an inherent defect about it. As it is, it can affect only those amounts 
of a person’s income which he derives either under tho head of.salarj' or 
interest on securities. His cumulative incomes from all sources cannot bo 
reached by it. Two difficulties ari.sci from tho situation. In the first place 
the rate of tax at which tho deduction is made at source is fixed in a caso 
of .salaj'ies, on tho estimated income of the assosseo tinder that head alone; 
and 'iit tho caso of ‘interest on securities’ at tho maximum rate. In the 
former caso, unless tho method of deduction at source is supplomoniod bj' 
a general direct or presumptive a.sse.ssmont of tho wliolo income of an assessoe, 
the assosseo may o.scapo from income-taxation at tho particular rate or rates 
at which his total income should be assessed. For example, if a person gets 
Bs. 100 per mensem as a schoolmaster, and Bs. 1,000 a year by way of 
interest from jiroporty investments, ho will escape from tho income-tax at 
each source as the amount in each is less than Bs. 2,000, unless ho is com- 
pelled to make a return of his total income or a presumptive estimate is 
made of such income. If either of these two courses is neccssai'y to determine 
his total taxable income, then tho method of stoppage at source with roforonco 
to a particular portion of his income becomes unnecessary and useless. Simi- 
larly in the caso of ‘interest on securitic.s’ tho deduction at source would 
appear to be equally unnecesshry. In this case, tho maximum rate has to be 
charged and deducted whatever may bo tho amount of income; and if tho 
assessee by whom it is paid later on proves that his total income from all 
sources is chargeable at a less than the maximum rate or not chargeable at 
all, ho is made entitled to a refund of tho sum oxces.sivolj' collected from his 
income. For this purpose his total income will have to bo determined and 
the whole course of procedure prescribed for direct assessment on return of 
income by the assessee himself will have to bo gone into. Thus there will 
be duplication of administrative business, with no corresponding advantages. 
In the second place, tho method of deduction at source unless supplemented 
by one or other of the other methods maj' fail of its offect, if tho assessee 
derives income from various sources, some of which aro salaries or interest 
on securities and some others professional or business earnings. A grocer 
for example, may, besides earning Bs. 1,500 by way of his business, got in- 
terest on invested securities to the extent of Bs. 500. His grocer's earnings 
will completely escape tax, unless he is compelled to make a return of his 
total income for purposes of income-tax. Thus tho method of stoppage at 
.source is by itself ineffective unless supplemented by one or other of the 
other two methods. 

The method of direct assessment based on the assessee’s return of income, 
and tho method of presumptive assessment may next be considered. Both 
iiiotiiods cl^al with tlio total inconiGJiof ussesseos. ISyory person who 
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tli’e opinioji of tlio lucoine-tax Officer is liable to iiicoinc-tax is asked to iiiako 
a retiu'ii of his income from all sources, and on being satisfied ■with such 
return, the Income-tax Ofiicer assesses the total income of such person. If 
any one so asked fails to make the return, or having made the return, fails 
to satisfj’ the Officer as to the correctness of it, the Officer proceeds to make 
tlio assessment to the be^t of his judgment. "^Vlien the assessment is based 
on the return of income made by the assessee, it is termed here ‘direct assess- 
ment’ j if it is made on tlie Income-tax O Dicer’s own estimate of the assessce's 
income, ov.'ing to the latter’s failure to make a return, or having made it, 
to give satisfaction as to its correctness, the assessment is termed ‘presumptive 
assessnient.’ Both these methods are empffij-ed in income-tax administration 
in British India. But it is clear that from the iioint of view of the assessecs, 
the presumptive method is the more dangerous of the two, inasmuch as it 
proceeds on more inferences and secret inquiries behind the back of the asses- 
sees themselves. "With his natural desire to penalise the defaidting assessee, 
and in his anxiety to err more on the side of an excessive estimate the Income- 
tax Officer cannot be expected to arrive at anything but an unfavourable 
estimate so far as the assessee is concerned. He proceeds on information 
obtained from local enquiries, avd observations made on the standard of life, 
social connections and other external circumstances of the assessee and his 
famils'. Of course the assessee has no right to complain of any injustice that 
might arise in this connection. For its prevention lies in his own hands. 
If he would make a return of his income there is no need for resorting to 
any presumptive method, except if, to test the truth of such return in cases 
in wdiich, on account of non-production of account books when required or 
for other sufficient cause, the Income-tax Ofiicer has reason to suspect the 
correctness of the return made. Thus from the jioint of view of the assessee 
it is to his advantage that a direct assessment is made on the basis of a return 
of his actual income. From the point of view of the State it is to its advantage 
also that assessments are made on the actual incomes of individuals. The pre- 
sumptive method though highly valuable in estimating small, moderate and 
ordinarily rich incomes, often proves inadequate in dealing with the highly 
rich. For when incomes exceed a certain limit, they .seldom liavo an5’’ effect 
on the standard of life or apparatus of comfort, and it becomes almo.st im- 
possible in siich cases to make any presumptive estimate of a person’s income 
or wealth, having regard merely to his external circum.stances. Local en- 
quiries help little, as it is very difficult to gauge the extent of a person’s 
income, especially when it is very high and due to professional or business 
earnings. In these cases unless the assessees themselves are_ compelled to 
make a return of their incomes, the Income-tax Officer will simplj' have to 
experiment and make pi'esumptive estimates of their incomes increasing such 
estimates year after year, until the assessees are forced by self-interest to 
make a disclosure of their actual incomes and show that tho_ estimates are 
exce.ssive. This process of experimentation may be financially disadvantageous 
to the State, if it should extend through a number of years before the actual 
incomes of assessees are to bo ascertained. Tims in the interest of the State 
as well as of the individual, the direct method of nsse.ssmont for ascertaining 
actual income is safe and desirable. The only defect in the method is that 
the return of income has to be made by the assessee liimsclf who is naturally 
interested in evading the tax as far as possible. But this defect can be 
minimised by a legal insistence on all assessees maintaining account books 
regularly in the usual course and in proper oi’der. In that case there will 
bo a fair certainty about the course of conduct of the a.sse.ssee.s, and the 
nature, source and amount of their incomes. It may be confidently hoped that 
accounts kept in the usual course of the ordinary busines.s of life are more 
likely to be correct than not, unlc.ss it be that any assessees would keep a 
plurality of accounts in order to deceive the income-tax authorities with quo 
and maintain business transactions with another. _ 'J'his latter propensity 
can however be effectively prevented by putting the income-tax seal aTinually 
on the account books of all those who maintain accounts and declaring by an 
Act of the Legislature that in the case of a'=sessee,s to income-tax no other 
hooks of accounts should be received in evidence in civil courts. A statutory 
compulsion to maintain accounts and make an annual return of one’s iucoine, 
and produce one’s account books for in.spcciton by the income-tax authorities 
when required once a year, ol- any other like provision conduch'o to tlic ascer- 
taimnont of individual incomes will contribute substantially to the success 
of income-tax admini.sfration in anv' country. 

Under the existing income-tax what obtains is that except in the case of 
companies which arc compelled to furnish a I'cturn of incomes every year, 
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every other persoiij whoso total iiicoine is in tho opinion of the Tncoinc-taic 
Officer of such an amount as to render him liable to income-tax, is called on by 
means of a notice to make a return of his income that accrued during the 
previous year. The Income-tax Officer has also a discretion to require the 
production of accounts, documents and other evidence. Refusal on tho part 
of an assessee to comply with any of these things is made punishable hy tho 
imposition of some penalties. If all the necessary materials are furnished, 
the assessment is made on the basis of such materials. In the absence'of any 
or all of them, the Income-tax Officer makes the assessment to the best of 
ins judgment. It will bo seen from this that in 'this country there is no 
compulsory system requiring the maintenance apd production of accounts by 
all persons who are liable to pay income-tax. Even a return of one’s income 
is made necessary only when notice requiring it is served on him. Whether 
any person gets an amount of income sufficient to render him liable to income- 
tax or not, is left to the opinion of a single Income-tax Officer whose pre- 
sumptive estimates may not bo seai-ching. There is no safeguard against 
the maintenance of a plurality of accounts by asscssees, and the penalties im- 
posed for concealment of income and failure to make returns or produce docu- 
ments are too gentle to be effective. If income-tax administration in India 
should be efficient, and assessments just and proper, a reform of tho existing 
means and methods of assessment is imperative. In the first place tho 
existing machinery for determining who arc and who are not cliargeablo to 
income-tax is inadequate for the task. The Income-tax Officer’s opinion 
whether anj' ijei’son’s income amounts to so much as to render him liable to 
income-tax or not, is conclusive on the point. There is no coinpetent person 
or body of persons familiar with local conditions and equipped with local 
knowledge to supervise, check and correct his opinion whenever it is defective. 
He is further a changing official, and more often than not unfamiliar until tho 
locality over which he for the time exercises jurisdiction. So what is wanted 
is a more competent machinery of assessment to deal with local conditions. 
The best way of achieving this is to appoint a Local Board of Income-tax 
consisting of honorary members chosen from the people of the locality, to cor- 
rect and supplement the work of the Income-tax Officers who may be bettor 
termed ‘assessors’. An independent official called ‘Supervisor’ may be appoin- 
ted over two or more assessors’ divisions, for the purpose of checking, inspecting 
and independently enquiring into tho work of the assessors. An improve- 
ment of the machinery of assessment in this or similar manner, will conduce 
to greater thoroughness in tho work of assessment. Secondly, in the case 
of all persons getting incomes chargeable to income-tax, maintenance of ac- 
counts showing their stock of wealth and acquisition of income should be 
compelled. On the service of a notice on each such person it must bo made obli- 
gatory on his part to make a return of his income during the previous finan- 
cial year, and produce his account books also for tho same or anj' longer 
period as it may be required by the notice. Failure to comply with the notice 
should be severely punished by tho imposition of a heavy fine not exceeding 
say, a thousand rupees; and in addition to this a penal assessment not ex- 
ceeding twice tho amount of tax payable by the assessee on any presumptive 
estimate of his income or otherwise should bo leviable from him. ' Perhaps 
it may be said that these penalties are too severe and may prove oppressive 
in the case of persons who are iiot in tho habit of keeping accounts. But tho 
very purpose of such penalties is to create- a habit of keeping accounts and 
compel an honest and accurate declaration of incomes. Thirdly, the prevention 
-of fraudulent and plural account keeping is also necessary. The temptation 
to do this would be strong when other wa 3 'S of evading or escaping the tax 
are not easily possible. It is bj-^ no nfeans easj’- to suggest a remedy for this, 
but it may be suggested that the temptation can be effectively checked by 
prescribing a kind of annual registration of account books for income-tax 
purposes and making the use by assessees of anj^ other than such registered 
books of account, punishable under the Indian Penal Code (c/. The Ceylon Or- 
dinance). One of the most im]3ortant conditions for- ensuring correct returns 
for purposes of income-tax is the enforcing of an adequate s.ystem of account- 
keeping by assessees. Most of the disputes that now exists between tho tax- 
payer and the Income-tax Officer arise in some cases from tho absence of a 
proper system of keeping accounts and in others from inefficient and fraudu- 
lent methods of keeping the same. It cannot therefore bo too much insisted 
that a sj'stem of regular account-keeping is essential for a just adminis- 
tration of the income-tax. Compulsory account-keeping has also an educative 
value, as it tends to promote the virtue and intelligence of the members 
of tho community in this direction. 
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We may next consider the constitution of the machinery that exists for 
assessment and collection of income-tax. Before the passing of the new Act 
of 1922 there was no separate organisation for income-tax administration. 
The Board of Eevenue in each province was the chief controlling authority 
and the land, revenue organisation in each district was generally utilized for 
purposes of income-tax also. There was no need for a separate income-tax 
machinery as until very recently the tax itself was unimportant and con- 
tributed but any insignificant proimrtiou of the public revenue. It was only 
the vast growth of public expenditure, due mainly to the stress of the re- 
cent Great War that increased the tax burden of the country in all directions 
and necessitated au enhancement in the rates of income-tax making it a 
.prominent source of revenue to tlie State. It is now one of the main con- 
tributories to the revenue of the Centi-al Government, and has the chance 
of becoming more prominent still if the tax is to be reformed and regulated 
on the lines suggested in this chapter. 

The new Act, with a view to organise a separate self-contained Income- 
tax Department for the whole of Briti.sh India under the direct control of the 
Central Government, has provided for the following classes of Income-tax 
authorities: (1) At the head there is a Board of Inland Eevenue consisting 
of one or more persons appointed by the Governor-General in Council and 
forming the central controlling authority, with full powers to make rules and 
direct the administration for the proper working of the Act. (2) There 
is a Commissioner of Income-tax for each province appointed by the Gover- 
nor General in Council and taking the place occupied by the Chief Commis- 
sioner of Income-tax for the Province under the old Act, but not being, as 
the latter was a member also of the Provincial Board of Eevenue. The Commis- 
sioner is the head of the Income-tax Department for the province and ulti- 
mately responsible for the assessment and collection of the tax therein. He 
supervises the general administration of the Department, makes reference 
to the High Court whenever anj’ question of law arises, exercises iiowers of 
review, in all eases, and appellate powers in special cases. (3) 
Subordinate to the Commissioner and appointed by him are Assist- 
ant Commissioners for each district or group of districts, exercising appellate 
powers and directing and supervising the working of the Act within their 
jurisdiction. (4) The direct work of assessment and collection is done by 
officials called the Income-tax Officers, one or more being appointed for each 
district or group of districts, and assisted by a staff of Inspectors, account- 
ants and clei'ks. They decide who are and who arc not liable to be assessed 
to income-tax, determine the amount of tax paj’able by each, penalise eva- 
sion and fraud on the part of assessees and generally carry out all those 
provisions of the Act necessary for a jrist and successful working of it. 

Sudi in brief is the constitution of the machinery under the new Act. 
According to the Act a separate Income-tax Department has come into exis- 
tence with the Board of Inland Eevenue at its head for the whole of India, 
and a Commissioner of Income-tax for each province. It will be noticed that 
the creation of a separate organisation consisting of officials wholly devoted 
to income-tax work is a great improvement in itself, capable of adding con- 
siderahlj' to the efficiency of the administration. But everything that could 
have been done in connection with the improvement of the machinery has 
not been done. This is especially regrettable when wo see that the finapeiers 
.of British India have had the benefit of English experience and example 
before them. Considered in the light of the English system as well as on a 
a priori grounds the need for reform in this connection may be said to lie 
in three directions. First, the constitution of the machinery has to be so ad- 
justed that neither in the exercise of its powers nor the discharge of its duties 
it creates an 3 ' discontent and unpopularitj'. SecoJidlj^, it must be of such a 
nature as to achieve the most reliable results in the work of assessment. 
Thirdly, the functionaries of assessment should not act also as judges in their 
own cause either in the original stages of assessment or in appeals therefrom. 
The first object can be achieved by introducing a popular element in those 
parts of the machinery which are likely to touch the sentiment and confidence 
of the tax-payers. Tax-payors are lilcely to be affected by the ways in which 
their incomes are ascertained and assessed, the manner in which the returns 
made and accounts produced by them are dealt with and scrutinized, and the 
scope afforded for representing their grievances and correcting errors in 
assessment. To achieve the second object, i.c., the obtaining of reliable results 
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in the work of assessment the best that can be done tinder existing circumstan- 
ces is to associate in such work select residents of the locality in which the as- 
sessments are to he madCj having regard in selecting them to their local ex- 
perience, integrity, thorough knowledge of the various kinds of business in 
the locality, and special ability to understand the peculiar, unusual or special 
circumstances in particular cases. With regard to the third point, namely, 
that judicial functions ought to he exorcised by an independent body, it has 
to be noted that this is more of theoretical than practical importance. For 
V the end of justice it is only necessary that those who make the assessments 
should not themselves be allowed to dispose of complaints against their own 
action but that such complaints should be heard by a separate body. Appel- 
late powers on questions of fact may be exercised by the Assistant Commis- 
sioner, as provided in the Act, questions of law being allowed to be referred 
to the High Court, or more desirably to the pi-incipal law court of the 
district. The only thing to be safeguarded against is that the power to 
assess and the power to scrutinise must remain separate. The fact that 
provision is made for a reference to the High Court in_ cases of disputed 
points or construction of law is not enough. Disputed points or construction 
of law are rare occurrences, and they are not the real difficulties in the 
administration. Facts leading to the ascertainment of the exact _ amounts 
of taxable income and equities arising therefrom are the only points that 
cause difficulty in most cases. And it is here that the judicial function of 
ascertaining the correctness of assessments requires to be exercised by an in- 
dependent body, free from the influence of considerations governing 
assessments. 


Now in the light of foregoing suggestions a reform of the income-tax 
machinery in British India may be achieved in the following manner: — ^The 
Board of Inland Eevenue and the office of Commissioner of Income-tax in 
each province may continue as under the existing Act, and there is no need 
for any change either in their constitution or^ powers. The office of Assistant 
Commissioner may also remain as it is though its number will have to_ be 
increased so as to cope sufficiently with the increased administrative iiequire- 
raents that may be necessitated by the carrying out of the reforms suggested 
in this chapter. The real changes tliat have to be effected concern the lower 
ranks of the machinery. The work of assessment as we saw has to be guided 
by two considerations, namely, that it should be least offending to popular 
feeling, and at the same time efficient and thorough. If assessing officers 
are elected or otherwise chosen from the people, they seldom prove efficient, 
as they are often carried away by an excessive zeal for popularity and act 
in perpetual fear of popular criticism. In a country like ours where public 
Bpiriteduess and a sense of civic duty have not fully developed, it may not be 
in the interests of good government, to entrust to a popular body the some- 
what harsh work of making assessments to income-tax. On the other hand, if 
assessing officers are to be appointed by Government, they are likely unless 
a check is imposed on their actions by some form of popular machinery, to 
become too conscious of their powers, autocratic in behaviour and irrespon- 
sible in action, absolutely fearless of popular criticism. It is idle .to say 
that they will he under tho_ control of superior officers such as the Assistant 
Commissioner and Commissioner, who are empowered to interfere with their 
actions by exercise of appellate jurisdiction. The superior officers are more 
autocratic and irresponsible and, what is worse, less capable owing to the 
aloofness of their position of understanding the surrounding circumstances 
in eases of dispat'Sfl'-O-Ssessments. Under these circumsances the best course 
will be to contrive such'M'' machinery as will be both efficient and agreeable to 
the people. Efficiency ca\he achieved by the appointment of a set of officials 
called assessors for each aSg^^sment division of a district, their duty being 
to make assessments and taISP afl-ihose steps necessary and prescribed for 
that purpose. To ensure thorou^ineiSl prevent escapes from assessment, 
another set of officials called superviso/® appointed, one or more for 

each district, whoso duties will be to report of, and recommend 

for assessmcut all those cases which h-Vvu-d7,?^'‘^f™‘^ssssments or have been 
inadequaicly assessed, and to supervise generailv'^th^^r^d^®^ assessors, 
ludependonr of these assessors Ld sunSviS tbpL appointed 

for each \ssessor>s division a Board of five or more 


Porso;^ soleSd Vy th^cLmSS from 

the Board may extend to two o-n +U... ® owation of office of the A-nm fo,. j-e- 

The ,-o* or the Board “V 
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be given an honorarium for each sitting. A full time Secretary and a staff 
of clerks are to be attached to the Board for carrying on the routine. The 
business of the Board ■will be to hear objections against assessments made 
by the assessors and scrutinise the same. But they are not to have any po-wer 
to cancel, modify, or alter assessments but onh’- to submit their recommenda- 
tions to the Assistant Commissioner of Income-tax -who may pass orders 
thereon. The Assistant Commissioner may accept their recommendations or 
remand any case to the Board for reconsideration or call for a finding and 
pass final orders. There is to be no appeal from such final orders but a re- 
view may lie to the Commissioner of the province. Whenever any question 
of law shall arise, the same may on the application of the assesses be referred 
by the Assistant Commissioner to the opinion of the District or Subordinate 
Judge within whose jurisdiction the assessment has been made; and from tlie 
opinion of such judge an appeal may lie to the High Court. 

It will be seen from the above that the Board of Reference which may be 
expected to possess a knowledge of the conditions of business, method of 
account-keeping and other circumstances of the assessees, is not given any 
absolute poAvers but made only to recommend its views to the Assistant Com- 
missioner. The reason for this is that any greater powers given to it -will 
be liable to abuse. IITien its function is merely recommendatory, its ac- 
quaintance with local conditions will be useful while its liability to corrupt 
influences cannot easily impair efficiency. The large powers given to the 
Assistant Commissioner are at once necessary and desirable. The work of 
the assessors supplemented by that of the supervisor will ensure thoroughness 
and accuracy in assessments. The fact that there is no independent judicial 
body to decide questions relating to assessments is not of any consequence. 
For the Board of Reference in whom the power to scrutinise vests is itself 
an agreeable judicial body whose opinion, though only recommendatory, has 
the greatest weight with the Assistant Commissioner. On the whole, there- 
fore, it may be submitted that the improvements in machinei’y that are 
suggested here are conducive to good administration and should be adopted. 


2VTr. Ramaiya gave oral evidence as follows 

The President. Q. — Mr. Ramaiya, you are a Vakil at Madura and 
FelloAV of the Royal Economic Society? 

A.— Yes, Sir. 

Q. — You arc also the author of “A 'National System of Taxation”? 

A.— Yes, Sir. 

Q. — ^In which you describe the study of the theory of taxation in rela- 
tion to national welfare with some applications to British India, and the 
aim of the book is merely to suggest and indicate the lines on AA'hich the 
taxation policy of a modern national State requires to be guided and 
governed. 

A.— Yes. 

Q. — You chiefly deal with the questions connected with customs, income- 
tax and death duties? 

A. — ^Yes, also unearned increment and taxation of commodities in 
general. 

Q. — ^You do not object to land revenue at all? 

A. — ^I do not. And I do not think the State should tax unearned profits 
of land Avdiei-e there is no nationalisation of land. I am for the nationalisation 
of land, and where it is not carried otit tlie land revenue should be revised 
periodically once in 20 or 30 years so that the unearned increments or profits 
of land may bo absorbed in it. 

Q. — One thing that you suggest, I notice, is that insurance should be 
made a State monopolj'. 

A.— Yes. 

Q. — ^VTiat is the reason for that suggestion? 

A. — The reason for that is the insurance companies are not giving any 
utility to the community. They are simply making profits by calculating 
averages of the duration of life and death of people, and the profits that 
they get are not earned by them. It is simply an advantage which they 
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have takeiij for which no ntility is given to the community. What I say 
iSj if insurance is taken up by Government, then it will he a great induc- 
ment for people to insure their lives having regard to the credit which the 
Government would keep behind the insurance agency and also any profits 
that these companies are now enjoying, for which they are making no return 
of utility either to the people or Government, will he appropriated by the 
Government itself as representing the community. 

Q. — What is your expeiuence of efforts in that direction in other 
countries? Have you studied them? 

A. — I have not, hut I find that the Labour Government is aiming at it. 

Dr. Hyder. Q. — ^You think that insurance is a sort of more or less rou- 
tine business and requires no initiative and special skill. They are all the 
kind of thing which bureaucrats are quite capable of keeping up. 

A. — It does not require anj' special skill and in those cases where 
publicity is positively an advantage Government may conveniently come in. 
Banking and insurance are two concei-ns where publicity has positive ad- 
vantage and I suggest they should he taken up hy Government. 

Q. — The other reason is this. It is much better to work with a hundred 
rupees in one place rather than with the same sum in ten different places. 
If j'ou have five comiDauies and thej' _ have a reserve of two lakhs 
of rupees, then, instead of five companies, if there is only one company, it 
would be more economical. 

A. — ^Not only economical but more efficient. 

Q. — Not only that, but one company with two lakhs of rupees would 
be more effectively discharging its function, than if these two lakhs of 
rupees were put in five different companies. The principle that lies at the 
back of the work of the reserve of the Bank of England and other banks is 
the amalgamation of banks. The tendency is now that with smaller reserves 
j-^ou can get much more work. Similarly, with regard to insurance com- 
panies 3'ou would think that one concern even u'ith smaller reserves can 
witlustand much bigger ri.sks? 

A. — It may be so. 

■The President. Q. — How would you deal with the existing companies? 

A. — Thej' should be bought out bj' pajunent of capital. The3' ma3’ he 
taken over bs’’ the Government and the shareholders ma5' be paid the 
amounts that ^103”^ have subscribed. 

Q. — At par or market value? 

A. — Yes, at par. 

Q. — ^Y^'liat will you do with the shareholders Avho have paid premiums 
for their shares? 

A. — The3' mxist take the risk because the3' alwa3'S bargain for the amount 
of subscribed capital. 

Sir Percy Thompson. Q. — They do not bargain for an3'thing. If the 
business is unsuccessful, the shares are not worth anything, but if it is 
successful, they are worth a lot. 

A. — I do recognize the difficulties. It is just like the difficulties in land 
nationalisation. They may be paid the present market value in such 
special cases. 

Dr. Paranjpye. Q. — Do you know any country where banking has been 
nationalised, I mean, the monopoly of it? 

A. — I do not know that. 

Q. — ^^Vh3’, 3"ou have the post office savings bank. 

■ A. — It is a portion of the banking business done in the country ; to that 
extent the Government is doing hanking business. 

Q- — ^liVhat then will you get from the monopol3" of banking? 

A. — ^People also get advantage, because Govei-nment gives greater 
security. The large profits these banks are now enjo3dng u-ill go to the 
Government and thus will go to the betterment of the people. 
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Q, But there are many risks. 

A. — ^With regard to banldng, there are not many risks, as I find from 
the' history of the hanks. If they are projjerly managed, 1 think they •vrill 
pay good income. 

Sir Percy Thompson. Q. — Is this not your difficulty about Government 
having a hand in the affair P Supposing I v'ant 10 lakhs of rupees and go 
to the bank ; I am refused, but _ you go to the bank and they say that 
they .will give you the money. Is it possible for the Government to do that? 
There would be questions in the House of Comfnons every day as to why A 
was not given a loan and B was given itp 

A. — Government os the ultimate owner may take over the banks ; and as 
Professor Pigou suggests, so far as the business of banking is concerned it 
may be entrusted to a committee of experts just like the Bailway Committee. 

Q. — ^Even so, how can Government avoid responsibility for the manner 
in which banking operations are conducted. Will there not be criticism 
if A was given the loan and B was not. AVill it not be said that Govern- 
ment has helped A and has not helped B? 

A.— The same complaints that exist with regard to the Imperial Bank 
now will also exist with, regard to the Government banks. The same rule 
whicli is adopted for the Imperial Bank may be adopted for these banks. 

Q. — ^No. There is no appraisement of the credit of A, B, C and 13. 
If they comply with the conditions they get their loan. 

A. The committee will be responsible. 

(J. — ^Do j'ou think Government can ever divest themselves of resiion- 
ailjilitj' if they take over the banks? 

A. — ^I think so. 

Hr. Paranjpye. Q. — ^I can quite undei-stand Government taking over 
the Imperial Bank. Would you thereby forbid any soxccar from lending 
money ? 

A. — ^No, we cannot do that, but we can effectively prevent other banking 
business being done by imivate individuals, in the same way as they are 
prevented from doing postal buslne.ss. 

Q. — Then there is no monopoly with regard to money-lending P 

A. — ^But I think those small money-lenders will not compete with the 
Government,, in fact, one object of my xn’oposing a State bank in place of 
the Imperial Bank is this. Government has itself a vei’y large amount 
of banking business to be done so far as its Currency Department is con- 
cerned. There maj' be economy in that. Its own business with regard to 
currency, exchange, etc., requires banking and Government may, with 
advantage, discharge the functions of the bank for its own purposes. 

Sir Percy Thompson. Q. — ^But there may be enterpri.sing bankers in 
the market who will compete with tJie Government and they may be able to 
build up their busine.ss and aiiprai.se people’s credit and act as real bankers. 
Would thej’ not oust Government? Government will get only the bad 
business. 

A. — I don’t think so. Government ifiself has got a lot of banking to 
do. If the Government runs its own Currency Department, there will be 
some economj" effected in the administration also. Government, I understand 
does not get much profit from this. 

Dr. Upder. Q. — ^^Vith regard to difficulties mentioned b 3 ’ Sir Perej* 
Thompson, don’t you think that they are more apparent than real? With 
regard to the fir.st difficult.y, A goes to the Government bank for a loan, 
and the manager won’t give one, but B goes and_ gets the loan. The posi- 
tion is this. I'he manager takes some view into his head with regard to the 
trustworthiness of the man and sa^'s that man is not worth a loan and the 
other man is. In this respect the manager of the State bank is 
preciselj’ in the same position as the private manager. With regard to the 
second point, that Government would get all bad business and the other 
pe 9 ple_ would get the prosperous side of it, the real position is this. With 
banking operations, there is not much scope for any special .skill and it is 
all a beaten track. So there would not be anj' danger of serious in- 
efficiency so far as the State is concerned. So this diflBculty also is not very 
VII~35 
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much to bo taken into consideration. By private people coming in the line, 
tlio interests of the State will not suffer. 

A. — should tliink so. 

Sir Percy ThomxisoTx. Q. — In the case of a private bank, the manager 
has no responsibility except to himself, in the case of a State-run bank, he 
has a responsibility to the electorate and if a bank manager acting under 
Government makes a mistake with regard to the affairs of the bank, he can 
be called to account by the representatives of the electorate. I remember a 
case in England wdiere the Board of Inland Revenue _ wanted half a dozen 
accountants: they advertised, asking for applications from chartered 
accountants or persons belonging to the Incorporated Society of Chartered 
Accountants. There was a tremendous howl, because these two classes were 
specified. There is no distinction between the two cases. 

A. — ^According to my proposal, Government do not directly act. They 
only act through a committee of experts and that committee is the sole 
authority so far as banking is concerned. 

The Prcsiilent. Q. — You have .such a committee in the case of the State 
Aid to Industries Act in IMadras. 

A. — I am not aware of it. 

Q. — ^The State Aid to Industries Act is only two years old and the first 
loan recently issued under it was for Es. 10.000. 

You propose a new tax on brothels and gambling houses : do you 
seriously advocate that? 

A. — I do; they are only part of a larger policy of aiming at “good 
government.” I advocate a tax on all services which are harmful to society. 

Sir Percy Thompson. Q. — ^You take exception to the provision in 
section 9 of the Income-tax Act which limits the annual value of house 
property in the occupation of the owner to 10 per cent of the total income 
of such owner. That provision was inserted to afford a certain measin-e 
of relief to decayed families living in houses too big for their means: but 
apart from that, you apply this to the case of the Nattukottai Chetti 
community. If there is not a large assessable income, how can these Nattu- 
kottai Chetties keep up these enoi-mously big houses? 

A. — These Chetties have large businesses in foreign parts; thej' don’t 
bring these incomes into the country; they only get about Es. 1,000 or 
Rs. 2,000 required for the maintenance of their household. 

Q. — If they live in large palatial houses, they 3nust bring a large 
income in order to ma'ntain them. 

A. — Not necessary, they accumulate their incomes elsewhere. House-room 
is only an indication of their social position and jiot of their scale of ex- 
penditure. 

Q. — ^But at any rate they must bring a substantial income to India in 
order to keep uid large establislmients. 

A. — They are very frugal and economical. They do not need much money 
for expenditure, and we cannot judge of them according to European stand- 
ards. In this connection, I wish to point out that the incomes of residential 
houses of zamindars and other landowners are exempt from income-tax. 
If a zamindar occupies a high status in life, he would have a palatial 
building and this building would not be liable to income-tax because he 
does not have any income other than agricultural income. 

JDr. Paranjpye. Q. — If a man has all his income from agriculture and 
a big house, wouldn’t he be liable to income-tax on the house property 
itself? 

The President. — ^Actually this proposal is only part of a larger 
proposal that you should have a tax on income derived from the possession 
and use of motor cars, furniture, jewels, etc., that do not yield a direct 
income. 

A. — ^These may under certain circumstances yield a measurable money 
income. 

Q- Would you saj^ that one-fifth of the wealth of the country is in the 
shaiie of jewels and do j’ou want to tax the income of satisfaction derived 
from the possession of those jewels? 
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A. — ^Ycs, I do not find any difference between house property in tha 
enjoyment of the owner and jewels in the enjoyment of the owner. 

Sir Percy Thompson. Q. — Surely the main reason why you charge the 
owner of a house is to put him in the same position as the man who rents a 
house. 

A. — ^In the same way. furniture, motor cars, etc., may be hired. There 
may be some practical difficulty, but that is left to the taxing authorities. 
So far as the principle is concerned, T find no difference between the hiring 
of motor cars and jewels and the hiring of a home. What 1 submit is that 
this undesirable investment in jewels to a large extent may be avoided if we 
fix a limit and say that more than Rs. 5,000 worth of jewels would be taxed. 

The President. Q. — Practically, doesn’t your proposal come to this: that 
you impose a property tax on the American model P 

A. — I do not exactly advocate a propertj' tax. 

Q. — ^Doesn’t an income-tax on an imagined income from property come 
to the same thing as a direct property taxp 

A. — It is not merely an imagined income. In sonio eases it is capable 
of a money measure. If it is not capable of a money measure and if you have 
to estimate how mucli a man is expected to derive from the using of a parti- 
cular property, it would be a difficult thing, but here it may be measured 
by the amount of money paid for renting it or hiring it. 

Dr. Paraiijpyc. Q. — Supposing a man purclm.se.s a valuable pendant' cost- 
ing £10,000, he derives satisfaction from the iiendant. 

A. — The income is not capable of a money measui'e. 

Sir Percy Thompson. Q. — ^Whj’P 

A. — It is purely psychic j we cannot value the income. The amount that 
you pay represents the value of the jiroiierty. 

Q. — Suppose you don’t buy books from shops, but hire them from the 
library P 

A. — The amount you pay is insignificant. 

Dr. Eydcr. — The answer to this is that books and clothes are not 
generally hired. 

Sir Percy Thompson. Q. — Jewels and motor cars arc not usually hired 
either. 

A. — ^Thoy are often hired, and 1 have known of instances where even 
costly clothing is hired. These latter ai-e, however, so insignificant that it 
is not worth troubling about. 

Q. — ^Your next point is that you take exception to the provision that 
profits earned abroad should only lie charged to iiiconie-ta.x if, and so far as, 
they arc remitted to India. 

A. — ^Yes. 

Q.- — ^That is a provision which, I thinlr, is common to most Income-tax 
Acts. Have you realized the significance of thisP Let us suppose that you 
charge all income earned abroad by residents in India, whether or not it is 
remitted to India. If the Indian legislature did that, 1 take it that it 
would bo equally open to 'the foreign legislatures to pass a similar provision, 
i.e., the French legislature might provide that all profits earned by those 
French residents in India should be charged to French income-tax Avhether 
or not they are remitted to France. 

A. — ^In that case I would even suggest half and half. 

Q. — ^Here am I in India making profits in Timbucloo, but I don’t remit 
them to India. At the present moment I am exemiit from income-tax in respect 
of those profits. Now, if you make a provision that 1 am chargeable to 
income-tax on those profits,' whether I remit them or not, surely it is open 
to France to charge income-tax on French subjects on the profits they make 
in Timbuctoo. 

A. — ^Yes, it is barely possible. 
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Q_A little later on, in paragraph (e) of j'our written statement, yon 
suggest that foreign concerns which do business in India should be charged 
at a higher rate. 

A. — ^Yes, at a higher rate tliaii that applicable to Indian concerns, 

Q. — ^Wlien you have done that and when foreign countries have done the 
same, wouldn’t you have the most perfect system of double income-tax the 
wit of man can devise? 

A.— That is why I suggested division by half and half. 

Q. — ^Yoti would charge Nattukottai Chetties only half rates on their 
incomes in this country? 

A. — No rate is charged at all on their foreign incomes; they entirely 
escape taxation. 

Q. — What about the incomes remitted to India? 

A. — They are taxed. 

Q. — Are you going to chaige only half rates for them? 

A. — ^Half rates on the entire income that accrues to them; on that part 
which is brought to India full rates will be charged. This ought to be so 
especially where m the foreign countries there is no income-tax. 

Q. — I think there are very few foreign countries where there is no 
income tax. 

A. — ^In Ceylon, for instance, there has been no income-tax. 

Q. — ^If you are going to charge all incomes earned abroad belonging 
to residents in India and also to charge all profits earned in India when they 
belong to residents living out of India, you would have the most perfect 
system of double income-tax imaginable. 

A. — I don’t understand that. 

Q. — I live in India: I earn my profits in Prance and you charge me 
Indian income-tax on these profits. Similarly, France charges income-tax on 
those profits, because they are earned in France. I pay twice. 

A. — That is why I suggested, as the Report of the Financial Committee 
of the League of Nations shows, that the place of residence and the place 
where the income accrues should charge half and* half. 

Q. — Instead of doing what you suggest in paragraph (e), viz., charge a 
higher rate on foreign concerns making profits in this country, you would 
only charge half rate? 

A. — ^Yes, After considering over this matter with regard to double 
taxation, my view is that the existing section 49 may be extended to all 
foreign countries, 

Q. — Are you aware of the fact that under section 49 practically the 
whole cost of the relief from double income-tax is borne by the British 
Exchequer ? 

A. — That is because our income-tax rate is very low. 

Q. — ^Let us suppose the rate of income-tax in India is 2 annas in the 
rupee and the rate in Australia is, say, 3 annas in the rupee. What relief 
is each going to give? 

-A. — India will part with I anna and Australia _with annas, 

Q- — Why is Australia to give up 11 annas and India only 1 anna? 

A. ^Because the Indian rate is a smaller rate when comiiared with the 
rale of Australia. 

Q' That is no reason why Australia should give up 1^ annas out of three 
uiiiuis 111 the rupee, when India only gives i anna out of two annas. 

understanding with regard to this double 
taxation. JTalf and lialf does not mean half of Indian taxation and half of 
tno otlicr countries taxation. 

fully realized, when section 49 was inserted, that the British 
lixcuequer vas to bear the cost ol it. 



A. — So far as India is concerned, India is not paying double taxation 
except with regard to limited companies for the reason that the Indian 
income-tax rate is very low and not for any other reason. Britain does not 
mate any sacrifice. 

Q. — India does not make any sacrifice. India charges just the same rate 
as on other concerns and the whole sacrifice is made by the British Exchequer 
in order to avoid double taxation. 

A. — That is not so. 

Q. — ^What in effect you mean is that the country which has the largest 
income-tax should make the biggest sacrifice. Suppose that Australia has an 
income-tax of four shillings in the pound and India one shilling in the 
pound. Certain incomes will have to be taxed both in India to one shilling 
and in Australia to four. How are you going to avoid double taxation? 

A. — ^India vdll not make any sacrifice. 

Q. — ^Do you think Australia is going to make the whole sacrifice? 

A. — So far as India is concerned, Indians have no companies in Australia 
or any business concerns. 

Q.— I dare say such a case won’t arise vei-y often. 

A. — ^We have to take things only as they stand at present. Indians have 
got companies in the Malay States, Ceylon, South Afi’ica, etc. 

The President. Q. — Substitute ‘Malay States’ for Australia. Do you 
think the Malay States would agree to give the whole relief? 

A. — That assumes they have a higher rate. If the rate is not the same 
as in India, the country which imposes a higher rate will have to make the 
sacrifice. 

Sir Percy Thompson. Q. — ^You will never get an agreement. 

A. — ^If there is no agreement, then there will necessarily be double 
taxation, and nobody need complain of double taxation. 

Q.-^Isn’t the remedy proposed by Prof. Seligman and others that on 
economic theory the country in which the profits of manufacture and trade 
are earned should give up their tax and leave it to be charged by the country 
of residence ? 

A. — They have also proposed the half and half method. 

Q. — Pour methods were suggested and they said in another place that 
the coxmtry of origin was to give up its tax. 

A. — ^In another place they say that the country of origin would lose. 

' Q. They perfectly realized that the country of origin would not give 
up its tax and therefore in a subsequent chai)ter they came to a compromise. 

A. — ^They say that the counti’y to which a particular company or person 
owes economic allegience should tax. 

Q. — Would jmu tax foreign compani^ which are making profits in India? 

A . — We try to tax them only with regard to incomes which accrue to 
them in India. ‘The principle on which I suggested that was, that while, 
those who receive dividends from companies registered in India are amenable 
to the Indian income-tax, those who receive dividends from the foreign coun- 
tries are not so amenable, because they reside in other countries. In India 
companies generally are charged at a low rate. Bo I suggest a higher- rate on 
the incomes of foreign companies. 

Q. — Do you say that people resident in India who invest in foreign 
companies will not pay Indian income-tax? 

A. — ^I don’t say _that._ The shareholders of those foreign companies which 
have their branches, in this country and earn incomes here ^o not pay income- 
tax- here. - 

Q. — They pay through the companies. 

A. — The rate is not as high as the ordinary income-tax. I refer to the 
super-tax which is only one anna in the rupee whereas the super-tax in the 
case of others is 4 and 6 annas. 

•~The President. Q. — Then you assume that all the shareholdei-s would 
fiay super-tax. 
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A. — Not all ; at least some ol them wqulcL Even that is denied to ns sd 
far as the shareholders of foreign companies are concerned, especially when 
those foreign companies earn high profits. 

Sir Percy Thompson. Q. — They pay the higher rate of income-tax. 

A. — ^At least there should be some difference between the Indian com- * 
panics and the foreign companies so that there may he some inducement for 
persons of foreign enterprise to invest their capital in India. Further, I 
understand that the various municipalities in which these companies are 
situated do not charge these foreign companies; on the other hand, they 
charge income-tax on the Indian companies. 

Q. — ^I think you are mistaken; they do not charge income-tax. 

A. — ^They only charge profession tax and not companies tax. 

Q. — In the case of municipalities? 

A. — My information is from third ijersons and I should like to verify 
it. So far as my information goes, Indian companies are charged company 
tax and foreign companies only iirofession tax. This is so far as the munici- 
palities are concerned. 

Q. — ^This is what the Commissioner of the Madras Corporation says: 
“In the case of foreign companies which have branch offices or agents or 
firms to represent them they are considered as companies incorporated in 
this city and are taxed on their entire paid-up capital, irrespective of 
the fact that only a small portion of that capital may be put to use in the 
local branch itself. It would he fairer to assess such foreign companies 
on a proportion of their main capital (say a quarter), or on the total 
turnover.” 

A. — That may be with regard to the Madras City Municipality. But 
it does not seem to be so in the case of other municipalities. Every muni- 
cipality has got its own methods governecl by rules and, notifications. The 
City Municipal'diy Act is different from the District Municipalities Act, 

Q. — Do you know any country in the world where they allow interest 
on private borrowings to be deducted? Suppose you chose to incur debts 
for marrying j’our daughter and you pay interest on it to your money- 
lender ? 

A. — A person has a right to spend his own money as he likes. Whra 
he becomes a pauper, is he going to be taxed? Income-tax is only on his- 
net income, 

Q. — ^If a man earns Ks. 5,000 a year and goes on borrowing? 

A. — Income-tax is not a school of thrift. It is only a tax on the net 
income. If I have to pay interest out of the income I earn, it must be 
Gxemiited from the tax. 

Q. — I do not think you will fiud any other country which allows such 
deductions. 

A. — It apijears to me that equity requires this irrespective of the practice 
in various countries. Every one is at liberty to spend his own money in 
any way he lilies. 

Q. — The whole question is whether you are going to treat this interest 
which he pays as a deduction from the income or whether you are going 
to treat it as spending out of the income after he gets it. 

A. — If last year he incurred the debt and if he pays interest this year, 
the amount of interest that he pays this year must be deducted from "the 
income for this year. 

Q. — any rate, it is not a view adopted by any other legislature. 

A. — ^But from the point of view of equity it seems to be correct. 

Q. — ^But the principle is to allow for expenses which are necessarily 
incurred in earning the income. 

A. — It is "because m other countries they do not spend much on mar- 
riages and other festivities and capital expenditure is incurred only in busi- 
ness. In this country it is very common to spend capital in other than 
purely business matters. 

The President. Q.— May we go to your suggestion that local bodies 
should he taxed if their income is beyond a certain amount? 
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A. — 1 liave carefully considered that matter over again and I think 
that so far as the economic income of the local bodies is concerned, that is, 
the business income, it must be taxed and not the other incomes. 

Q. — ^That is, income from non-tax sources? 

A.— Yes. ■ 

Dr. Faranjpye. Q. — For instance, profits from tramways and so on? 

A. — ^Yes. 

'The President. Q. — ^If they run a market and make profit? 

A. — Certainly it must be taxed. For instance, the Madura Municipality 
sells its nightsoil and other rubbish as manure for about Es. 60,000 a year. 

Dr. Paranjpye. Q.' — On the other hand, it makes provision for sweep, 
ers and so on. 

A. — ^But it collects scavenging and other taxes. 

Q. — ^But does that revenue pay for all expenses irrespective of the' 
amount that they get from selling the manure? They may get a certain 
amount from the scavenging fees. But how much has the municipality to 
spend on its collection? 

A. — They may spend any amount; it does not matter. The business 
of scavenging should not be mixed with the profits they earn from the sale 
of manure. 

The President. Q. — Suppose they have a monopoly of markets in the 
town and sell the stalls by auction and so indirectly take a tax on the 
goods sold. You say that you should tax that income? 

A. — ^Yes, because it is commercial income. 

Q. — Suppose they take so much per cent of the value of the articles 
brought into the market? 

A. — ^That also must-be taxed. 

'Q.^ — Suppose they take it at the gate in the shape of octroi? 

A. — ^That is a tax. If they have their own markets and if from those 
markets they earn something, then that earning must contribute to the 
national excheq,uer. 

Q. — So that if you take it at the gate of the town you wo\xld not tax 
but if at the gate of the market you wiU tax? 

A. — ^Because the market is owned by the municipality, and the income 
can be traced to the oxvnei'&hip of the market. 

Q. — You are strongly in favour of taxing agricultxxral incomes? 

A.— Yes. 

Q. — On the ground that land revenue is amortized? 

A. — ^Yes. Not only on that ground but on grounds of equit 5 ’. There 
are rent-free lands and revenue-free lands; there are lands which pay a lower 
rate of revenue and so on. _ Further, the exemption of agricultural income 
acts as a protection to agricultural interests and discourages industrial en- 
terprise -in a way. 

Q. — ^You say: “It is obviously unjust that one who invests in non- 
agricultural enterprises should pay income-tax on his income, while an- 
other who invests in land and derives an agricultural income should enjoy 
immunity fi’Oin the tax.” 

A. — Yes.- Let us take the case of an usufructuary mortgage in respect 
of land. The mortgagor escapes the tax, because his income is considered as 
agricultural though 'his concern is purely money profit. 

. Sir Percy Thompson. Q. — ^With regard to customs, no doubt when you 
are imposing duties in order to assist your own industries, it is necessary 
to have vei-y large number of classes, because you impose just as much tax 
on the different articles as would give your own industries a chance to com- 
pete. That is the reason why you have a large number of categories. But 
is it-necessai-y to have such a large number of categories assuming that you 
are imposing yoxir customs duties solely for revenue purposes? 
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A.— I have indicated this principle in my hook. Customs duties are 
not designed purely for revenue purposes (for after all revenue is only a 
means to an end) but also for educating the people into good life or good 
living. 

Q, — Do you mean that they are, oi-_ that they ought to he? In fact, 
are you inducing the ijeople to good living hy putting on a rate of 30 
per cent? 

A. — ^Yes, hy putting 30 per cent on luxuries which do not add to the 
efficiency of the people. All necessaries must he_ free. They add to the 
efficiency of the people. All luxuries may be divided into two classes — those 
which are for comfort and those which are positively harmful. These harm- 
ful luxuries should he taxed at a very high rate and the luxuries which 
add to comfort may bo taxed at a moderate rate, and it is with regard 
to the latter kind of luxuries which add to comfort that considerations 
of protection to homo industries and other s^uch things come in. So far as 
necessaries are concerned, there should not he any duties. Only with regard 
to those luxuries which have got a facility in this country for development, 
the question of protective tariff comes in. Again in the case of those luxuries 
which are not comfort-giving. 1 propose an import duty 2 ’ln.'! an excise 
duty in cases where these luxuries coinpete with necessaries. For example, 
I am in favour of an excise duty on fine cotton inanufaclurcs in thi.s country. 
But on coarser cloth T consider the excise duty should he abolished. There 
should he no excise duty at all on it. Again with regard to tobacco for 
example, I propose both an import duty and an excise duty, because if 
competes with necessaries. 

Q. — ^I^Hiat I suggest is this: the reason whj' all these countries have 
all these numerous items which you mention is not the same as the reason 
you give. 

A. — It may he. But what I say is that these numerous ratings will 
be useful from my standpoint also. 

Q. — You say: "Further, a sj'stom of ad valorem duties, though it has 
the advantage of automatically adjusting itself to the prices then and 
there current, tends to have an unhealthy influence on mercantile con- 
tracts, _ leading ofteij to malignant forms of speculation in business." I 
think it is rather difficult to have meticulous assessments of the extent to 
which a particular imported article conduces to comfoi-t. You will have an 
enormous number of ratings, 

A. — So many ratings may not he necessary. A fair grading maj’ he 
obtained. We can broadly cla'=.sify flic articles. 

Q. — You say : “Compared with this, the existing schedule of tariff 
rates in India shows that the duty-paying articles of import are grouped 
under not more than 14() heads, giving ri-^e to much overlapping for want 
of sufficient elaboration of the tariff. There is not that minute division 
into classes, grades and qual.tics, which charaeferise the ratings in other 
countries. The result of this is that in the case of those articles on whicli 
specific duties are imposed, the cheaper varieties come to he taxed at com- 
paratively higher rates in proportion to their value than the more costly 
varieties.” I take it that what you do now is to have more ratings. 

A. — The ratings may he more than what they are at present. 

Q. — The reason why they have numerous tariff rates in other countries 
is cpiite different. 

A. — ^The reason may he otherwi.se; hut we may have the ratings of 
the particular kind I suggest. 

Q. — What I suggest is that if your tariff is for revenue purposes purely 
not need all these minute gradings. 

• A.^'^® them if we want to. tax the articles in the manner in 

which I hajT? indicated. If we impos-e such a tax, people will he educated 
in better waj’S-- 

Q. — One articls he a little more of a luxury than another; and 
you would have two llifferent charges for things which have only a slight 
difference. 



A. — It- would be left to tlie taxing autliorities to distinguish and differ- 
entiate between wlint is considered to be a luxury and wbnt a necessary. For 
example, take soaps : wo have ordinary soaps and soaps of a costlier kind. 
We can have a broad division; 

Q. — How do you distinguish between a soap Avbicb you let in free and 
one wbicb is a luxury? 

A. — ^^Ve can distinguish the ordinary cheap stuff from the costlier 
quality. 

Q.— But it has got to be worked by some authority according to certain 
rules. What Avould be your rule with regard to soaps? 

A. — have onlj" suggested the principles. 

Dr. Dyder. Q. — Perhaps the soap that contains no scent and the soap 
which contains a large quantity of scent should be treated differently? 

A. — 1 say that, because thei-e are facilities for manufacturing soap 
in India. 

Q. — ^Your point is that those who can afford to pay more should pay 
more ? 

A. — ^Yes, Those articles required bj^ the poor people should be allowed 
free import. 

Sir Percy Thompson. Q. — ^You can get that by charging ad valorem 
duties. 

A. — Then there is this difficulty with regard to the administration: 
people will escape by putting on low values. 

The President. Q.- — Is not power vested in Government to 
buy goods which are undervalued? That would be a corrective to undei- 
valuation. If anyone under-declares, the Collector of Customs may buy 
the goods at that value. 

A. — ^Tho tariff valuation has got the advantages of both. 

Q. — One tariff valuation for a hundred varieties of scented soaps? 

A. — That is why I saj' that we can broadly divide them. Wo can 
broadl 3 ' divide or classify the soaps and other commodities and those which 
are not of the cheaper kind may bo taxed higher. 

Q. — ^Would there bo anj' agreement as to the degree of harmfulness 
or the degree of luxury. And who is going to fix the degree of harmful- 
ness or luxury? 

A. — ^That would bo left to be determined by the standard of positive 
morality obtaining in the community. 

Q. — ^But somebody has to fix the rates. 

A. — ^Yes, the Customs Department will do that. 

Q. — ^You want to impose duties on tobacco, betel-nuts, explosives, fire- 
works, silk and silk goods, jewellei*}', precious stones, smoking requisites, 
and the requisite.s' of such morelj’^ fashionable sports and games as tennis, 
billiards, and cards? 

A.— Yes. 

Sir Percy Thompson. Q. — Do you think it will be possible to collect 
all these duties? 

A. — ^It maj' be that some of these duties may be difficult of collection 
by the Central Government. tSo far as the excise duties are concerned, 
they may be left to the local bodies. 

Thfi President. Q. — If j'ou take anj^ two typical taluk boards, do yon 
think 'that they will have the same rate and attach the same degree of 
harmfulness with regard to tennis, billiards and cards? 

A. — Each local body may determine the rate according to its own stand- 
ard. But these things have to bo taxed as they ai-e not necessary for life 
or jefficiencj'. Monej’^_ spent on them had better be utiliaed on necessaries 
which add to the efficiency of the people. 

Sir Percy Thompson. Q. — What about tennis? Does it add to effi- 
ciency or not? • 

VII-26 
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A. — does, but at lieavy cost. If 3 ’ou have any belief in the Indian 
methods, the Indians have been living very efficiently in the past without 
tennis. They have got .their own national games which are very cheap. The 
money spent on tennis had better Be utilized in better ways. 

The President. Q. — You say that the import duty can be made to fall 
on foreign shoulders, at any rate to a large extent. 

A. — Yes. In the case of India, so far a.s the cotton piece-goods are con- 
cerned, the import duties are largely borne by the foreigner. 

Br. Ryder. Q. — Suppose India puts on a duty of 20 ])or cent on the 
goods imported from Lancashire. I’hon you .are of opinion that this 20 
per cent will be borne not by the consumer in India but by the foreign 
manufacturer? 

A. — ^Not entirely, but to a large extent. 

Q. — ^Let us .suppose that enough time has passed for initial adjust- 
ments. Then in the long run too, do you think that this extra 20 per cent 
will be borne by the manufacturer? Or will it be borne by the consumer? 

A. — ^To a largo exteiat l)y the foreign manufacturer, because he has 
invested in heavy plant. 

Q. — The foreign manufacturer will bo seriously embarrassed if there 
are no other alternative mai-kets open to him. You can maintain your 
position only if you say that there are no foreign countries open to the 
English manufacturer. If the Indian market is closed to him by means 
of these 20 per cent and ho can go nowhere else and there is no other use 
for his capital sunk in the mills, then in that view you can embarrass him; 
but not otherwise. 

A.— Yes. 

Q. — But such cases are very rare. 

A. — ^Yes, such cases are rare; but there are some such cases. 

Rr. Paranjpyc. Q. — The duty may not be borne by the foreign manu- 
facturer; he might scrop the machinery or miglit use it for some other 
purpose. 

A. — No; he cannot do that in the case of plant which he cannot transfer 
to the production of other articles. 

Rr. Ryder. Q. — Are you aware of t^ie technical side of the business? 
The manufacturing countries in Europe during the late War did not find 
it very difficult to divert their entire industries to the business of making 
munitions. So that this diversion of capital or the inability of the capital 
to move does not really hold good. 

A. — ^But I find the other thing from some of the English authorities. 
Dr. Marshall points to ^ucli instances in his book, “Money, Credit and Com- 
merce.” 

Q. — To the extent that the manufacturer cannot turn his machinery 
to other use and to the extent that there are no other markets open to 
him, what you say may hold good. But in the absence of these two con- 
ditions, he may say “ I am going to sell my stuff elsewhere”. 

A. — Yes, he can do so. 

The President. Q. — ^You encourage the import of necessities and you 
would put an export duty on all .such articles. You say further “IC export 
duties should be levied on agricultural products it will be economically 
sound to levy the same on all kinds of such jiroducts instead of doing so 
on some of them at random”. 

A. — Yes; the reason for that is this: if an export duty is imposed 
upon some of the agricultural products alone, those products null be sold 
cheaper in this country and the cultivators will be induced to substitute 
in their place other agricultural products. If export duty is imposed on 
rice it will sell cheaper in this country; and because rice sells cheapei', the 
cultivators will substitute cotton or tea or something else in the place of 
rice But if export duty is imposed on all agricultural products, this kind 
of diversion or substitution will not take place. 

Sir Percy Thompson. Q. — ^Is not there the other alternative? If you 
resL'ict, the export of food-stuffs, .y®u will have less production of food- 
■stuffs; if you do that, the result will be that in times of bad harvest, yon 



\viil have famine. But by encotiraging tlie export of food-stuffs, you will 
have your food-stulfs in abundance and in famine ye.us ywi can b lyc the 
surplus for yourselTes and thus reduce tbe effect of famine to insignificant 
proportions. 

A. — do not agree there for this reason. The export of rice and other 
necessaries results in this: the wealthy i^eople in foreign countries where 
rice and other stuffs are not produced are able to coinijete more effect- 
ively as compared with the poorer people within the country. It does not 
happen that the whole of the country’s requirements are satisfied and only the 
surplus is exported. What happens is that the wealthier people in the 
foreign countries compete with the poorer people at home ; so that the wealthy 
people in India, that is, those who arc able to command a surplu.s, export food- 
stuffs for being sold to the wealthy people in other countries. The result 
is that the poorer people in the country suffer, because they cannot compete 
with the wealthy people in other countries. 

Q. — is it, then, the wealthy people export these things? 

A. — ^That is because the people who produce find it to their advantage 
to sell to other countries because higher prices are offered bj^ the wealthy 
people of other countries compared to the offer of the poor people in this 
country. 

Q. — ^By your own admission, then, you are going to force the cultivator's 
not to get larger prices for their irrodiicts. Then do you consider that the 
280 million people out of 318 millions, who are engaged in agricultural pur- 
suits in this country, are so ■wealtli 3 ' on the average as to be able to afford 
to cut down their profits? 

A. — ^IVIy suggestion will not cut down their profits. What I say is that 
the export duty, which now falls onlj' upon rice unless it is extended to all 
agricultural products, wH have this tendency that cultivators 'udll be in- 
duced to substitute other produce in the place of rice. 

Q. — ^They will not be exporting if you put on an export duty, and there- 
fore the volume of food-stuffs available for consumption in this countr' 5 ’' will 
be much larger and therefore the prices will fall, and the cultivators will 
not get the profits which they are making now. 

■ A. — ^Yes. But it is not all cultivators that will suffer, only those who 
command a surplus lose to some extent on the surplus. 

Q. — ^The culivators will not be making large profits as in the past and 
you still think that 280 million cultivators are so very prosperous that you 
can cut down their profits? 

A. — This assumes that all these are persons who own the lands, but verj' 
nearly 150 millions people are mere cultivators who earn only daily wages 
and the ownership of the lands are confined to the minority. 

Q. — I do not differentiate between the cultivators and owners of land. 

A. — ^Sly point is that only owners of lands will be at a disadvantage, as 
they alone can command a surplus, and they are few in number. 

The President. Q. — You accept there arc 150 million landless labourers 
in India? 

A. — ^Yes, aboiit that. 

Sir Percy Thompson. Q. — Arc thej' so prosperous that you can cut dowji 
their profits? Bj- your own adiui'-^liou thej' arc going to get a smaller j)ricc 
for their food-stuffs. 

A. — ^But they have little or nothing to sell. They are wage earners. It 
is the owners of land that profit out of these lands. 

Dr. Kyder. Q. — Supposing the whole of India contains nothing but' land- 
less labourers, even then 3 'ou want to put a tax on export of agricultural 
goods? Don’t 3 ’ou think that it would hit the agricultural labourers hard? 

A. — No. It won’t affect the agricultural labourers. 

Q. — I would put it this way. Those who pay wages to these 150 million 
landless labourers are the owners of lands. They will sa 3 ' that they cannot 
pa 3 ’ the' labourers as before, because the profits they used to get have been 
diminished, pn account of the export duty. 

A- — ^Why; the landless labourers do not get anything in the shape of 
money for cultivation, but they only get grain for their labour. 
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A They will say, “We do not make liiglior profits for our produce, and 

therefore wo arc not going to give the same quantity of grain for your 
labour”. They will say agriculture is not so prosperous and therefore they 
are going to cut down the wages given to the labourers. What will stand 
in their was'? 

A. — Even now they can do that. 

Q. — mean to say by putting on this e.vport duty you would bo hitting ' 
those people who are alreadj’ badly off. 

A. — Tlie e.vport duties are alread.v there. What 1 suggest is that the 
expoi-t duty should not bo confined to rice alone but must be extended to 
other agricultural products in order to take away the tendency to substitute 
other agricultural produce in the place of rice. 

Q. — I’hc effect would be that the agricultnral industry would experience 
depression. 

A. — I do not think so. 

Q. — ^iVt present people grow for their own needs plu.v the needs of tho 
foreigners? 

A. — No; a large number of the Indian poj)ulation arc in greater dilit- 
culty in purcliasing tood-stuffs on account of powerful fore gn competition. 

Q. — ^Your point is this. He cannot make any other use of his own land, 
and therefore he must produce Only agricultural produce. 

A. — ^Yes. I would levy duts* on all agricultural products. 

Sir Percy Thonijison. Q. — Arc raw cotton and jute included among 
food-stuffs? 

A. — ^They are not. Every produce of the land which is exported must 
have an export duty. If you have export duty only on some of the products, 

I say that it will lead to bad results. 

Dr. PLyder. Q. — ^You know tho reasons why it is levied upon some and 
not on all? Take cotton and jute. Export dutj- is levied on jute because 
it is the monopoly of India, but as regards cotton the position is not tho 
same, nor the position is the same with regard to wheat. 

A.— No. 

Dr. Fararjpyc. Q. — Madras grows a good deal of paddy, have j’ou scon 
any case where people have given up cultivation on account of these 
duties P 

A. — I have known thousands of cases. In Jladura district T know it has 
been done. Instead of cultivating rice they have begun to grow cotton. 

Q. — Why is it so? 

A. — Because cotton is selling high. 

Q. — Therefore they are in tho way of making monoj’. So they will 
cultivate only such things which Avill bring them more profits? 

A. — That is what I want to_ prevent. There .should not bo a diversion 
from the production of necessaries to the production of other i)roducts for 
tho sake of monej'. 


Sir Percy riiompsoti. Q, — Supposing your policy i.s successful and you 
prevent tho export of food-stuffs. how are you going to i)av vour interest on 
tho foreign deljt? 

A. — It will bo paid by tho oxi)ort and import duties. 

Q.-r-But your policy is to prevent tlu- export of food-stuffs. 

A. — Not to prevent, but to discourage it. 

Q- ^That is, to reduce tho export. Is it sufficient to balance vour budget 
and pay your foreign debt? 


A. You will corrosiiondingly decrease tho imjioiTs of non-necessaries 
and luGfU will bo such a readjustment of trade and jirices that there will 
be no difficulty in paying tho interest on Hie foreign debt. 


. Q-— Then you are going to reduce j'our revenue, 
going to get anj-thing by way of customs duties. 


because you .are not 
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A. — I think it is not foi’ the purpose of revenue alone tliat 
these customs duties ought to be levied. It must be for the betterment of 
tlie people also. I have suggested, instead, income-tax and death duties. I 
only ivant to discourage the export of food-stuffs. 

Q. — you use the vord ‘discourage’ and 1 use the word ‘reduce’. 

A. — Yes. 

Dr. 'Ryder. Q.— Will it not interfere with that utilization of the national 
resources which the industrialists and other people who own these resources 
consider best? 

A. — Their resources ought to be directed in the direction which is most 
productive and beneficial to the country as a whole. 

Q. — ^You would agree to the general proposition — the national resources 
should be put. to the most productive use. 

A. — ^Not mei'ely productive, but conducive to the good of the country. 

Q. — ^1 was asking you to say whether on the whole it is best that the 
national resources should be put to productive use? 

A. — ^Yes, provided those are necessary for the efficiency of the country. 

Q. — Do you think that this country requires food-stuffs alone? Man does 
not live by bread alone, but he requires a sheet of cloth also to wear. If your 
policy is adopted there would bo rice cheap, and the rice plate will be quite 
full, but the man would be bare-bodied because he wants a dhoti. Then you 
will say that it is manufactured in India. If dhoties are manufactured 
in India at a smaller cost then your policy might be successful, but the 
proposition is this. By following your policy no doubt you would make 
grain cheaper, but you would make other things much dearer for the 
landless labourer. 

A. — For preventing that, I advocate free import of cotton goods such as 
are necessary. I only advocate import duty upon the costly clothes. 

Q. — ^IVhat net advantage have we obtained ? The man gets rice, a larger 
nieasui'e of rice, bi:t he will have to pay much more rice in exchange for 
dhoties. 

A. — It is assumed that only 50 millions are owners of land and have 
rice to sell and not the others. Though more rice will have to be given in 
exchange for dhoties, j'et dhoties also will bo clieap, on account of free import. 

Q. — I am speaking for the general mass of the people who do not own 
any property but live upon their labour ; they might have enough of rice, but 
they have to expend the rice on the different things which they require. 

A. — ^That assumes that they have sufficient rice, but in fact they do not 
command enough food for themselves. 

Q. — ^They get their rice through labour? 

A. — ^Yes. 

Q. — One effect would be that the man who gives the price for this labour 
saj’s, “I am not going to give you a great deal of rice, but I am going to 
keep it for myself”. 

A. — It won’t hapijen so far as the wage in rice is concerned. I cannot 
understand how it could be reduced. 

Q. — At present the total amount which is produced is required for the 
needs of India and for the needs of foreign countries? 

A. — ^No, for the needs of India it is not enough. India is not fully 
equipped with food-supply for her entire population. 

Sir Percy Thompson. Q. — The production of .your country or any other 
country must be sufficient to feed its own population and pay its foreign 
debts. You say the whole production of food-stuffs is not sufficient. 

A. — ^Yes. But I say that the quantity retained is not sufficient. 

Q. — You want to retain more. If .vou retain more, you will bo less able 
to repay .your foreign debt. If it is the fact that your population go short 
of food, it i.s because the total jiroduction of your country is not sufficient to 
feed .your country and pay the foreign debt, ft cannot be done in the way 
suggested by you. 

A. — ^Foreign debt will be paid by the export and import duties and by 
a readjustment of the balance of trade and prices. 
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Irhe Fresklent. Q.— You would exempt from taxation food grains and 
salt firewood, kerosene and matches, coal and coke, the coarser kinds of 
piece-goods and yarns, wood, timber and other building materials; paper 
and stationery but not the fashionable and costly sorts, and railway and 
electric niaterial? You would, there again, sacrifice a very large amount 
of roreniiep 

^_-\\That is sacrificed will be recouped by way of excise duties upon 
articles of luxury and by means of the other taxes that J have suggested. 


Q. — ^You would put prohibitive duties upon intoxicating drinks, opium, 
tobacco and ganja and other drugs? 

jV.— Y es. 1 do not advocate prohibition, but high import duties on 
liquors, tobacco, etc. 

Q. — Do tea and coffee come in among the comforts of the people? 

A. — I think the poor in this country do not take tea and coffee. 


Q. — ^Don’t the poor drink coffee? 


A. — No. 


Dr. Paranj'puc. Q. — 1 find that they do drink coffee and tea in our 
villages in the Eoiiibay Presidency. 

A. — Coffee is being driinlc by the middle classes in Southern India, but 
not by the poor. Medical opinion also is to the effect that neither coffee nor 
tea adds to efficiency. 

Q. — Don’t the agricultural labourers drink tea and coffee? 

A. — ^Not in the hfadras Presidency. 

The President. Q. — Tn hfalabar every second street has a tea shop. 

A.— Even there only middle classes, I think, drink tea or coffee. In the 
Tamil districts, I do not find a single labourer drinking tea or coffee. 


Q. — ^You would also have a new tax on refined sugar, jute and cardamom. 
How would you levj’ an excise duty on refined sugar? 

A. — Sugar is an article of luxui'y in this country. 

Q. — As a matter of practical politics, how would you collect an cxciso 
duty on refined sugar? 

A. — Only companies manufacture refined sugar and the tax may bo levied 
at the stage of refining. 

Dr. Paranjpyc. Q. — You would not have an excise duty on raw sugar 
{gur)? 

A. — No. 

Q. — ^You would have it only on refined white .sugar made in factories. 

A. — ^Yes. 

Dr. Ryder. Q. — If you exempt jaggery or date-palm sugar and if you put 
au excise dutj' on refined sugar, surely yovi will lie subjecting one class of 
sugar to the duty, leaving free another class. 

A. — ^That is exactly what I want. 

The President. Q. — You propose death duties? 

A, — ^Yes, I do. 

Q- — In the case of joint Ilindu families, you propose to levy it on the 
death of the managing member? 

A. — ^Yes. 

Dr. Paranjpyc. Q. — you levy a duty on the death of the managing 
member, why do you want to charge different rates to the various pcoiffo 
in the various orders of succession? 

A. I propose^ to levy_ the dutj' on the death of the managing member 
only so far as joint family properties arc concerned. 

Q. — What would you do in other cases? 

A. — There is no difficulty in other cases. 

.Q- I would lilce you to explain a little in detail the paragraiih on the 
subject, on page 182 of your book “A National Sj'stem of Taxation.” 

That paragraph does' not relate to joint family properties, but only 
to the other properties of Hindus, Muliammadans, Cliristians, etc. I would 


take the distance of relationship according to the order of_ succession and 
levy different rates according to that order. In the case of joint family the 
method of devolution is by survivorship and not by succession. 

Q. — ^In England death duties consist of tiro pazdis; one an estate duty 
and-the other a succession or legacy duty. The estate duty is levied on the 
corpus of the whole estate, and the succession duty on the share obtained 
by different iieople. So far as the latter duty is concerned, you would charge 
it on two principles, firstly on the amount obtained by each man and 
secondly on the degree of relationship to the man who dies. 

A. — ^Yes. 

Q. — Let us come to the joint Hindu family. What do you want to do 
in that case? 

A. — There is no succession or inheritance. Property passes by survivor- 
ship to the other members of the family. Generally, the eldest member of 
the family is considered to be the managing member. 

Q. — ^In that case property will be subject to a death duty much more 
often . 

A. — ^You would be imposing it on the death of each managing member 
and on account of the frequency of such deaths and also on account of the 
fact that the whole family property has to be taxed. I suggest that, so far 
as joint families are concerned, there must be a lighter tax than in cases 
of succession. 


0. — ^In a joint family, suppose there are people of different grades and 
different degrees of lineage, viz., a father, several sons and several grandsons. 
If the father dies, estate duty will be chai’ged on the whole estate and on 
each son on the amount to which he succeeds by survivorship. 

A. — There is no succession at all here. 

Q. — ^Leave aside the Hindu Law for a moment. Wizen a man has fozzr 
sons and several grandsons and the man himself dies, an e.stote duty shall 
ffiBt of all he charged on the whole estate and a successioiz duty on each 
son on one-fourth of the whole estate. 

A. — I do not propose two kinds of duties : there should only be a single 
duty Gzz joint family properties. 


Q. — You must consider all commzinities in the same znanner. If thei’e 
is a Christiazi with four sons and he dies, his estate will be charged and each 
son will iiiherit one-fourth of the estate: conseqziently a legacy dut 3 ' will 
also be levied fi-om each son. 

A.-;-^According to my proposal, two duties are not to be imposed in any 
ease either of succession or sizi-vivorship. 

> Q. — Then you cannot charge accoi-ding to the degree of relationship. 

A. — ^You can : if a pai-ticular pei-soiz dies nzid his izz-operty goes to four 
of his sons, each soiz pays on the amount he gets : there is no fui-ther duty. 

Sir Percy Thompson. Q. — ^You would not charge on the corpus of the 
whole estate: then jmu do not have the English system at all. 

A.— No. 

Q- — Yet in- the case of a Hindu, when a maiz dies, you would chai’ge on 
the corpus of the whole estate? 

A. — ^Because the joint property is one. The whole property belones 
to the group. ^ 


Dr. Paranjpye. Q.— According to the Hindu Law, every man can sav 
how much of his property belongs to him. ^ 

He cazi't: he can merely calculate it for himself and until the 
moment of partition he cannot indicate any poi'tion as his. 


Q.— Partition is possible at any time and if he gets that partition, he can 
say how much of the pi-operty is his. 

A. ^TJiit'l partition no one can be definite about his sliai’e. A man mav 
have ten ch.ldren including a child 2 months old which may die. And oil 
its deatli, eacli otlier inemher’s share will get enlarged. 

Q; If a man lias ten sons and the eldest son is -a major, he can claim 
partition and he will get one-eleventh of the whole estate. 



203 


until he declares his intention for partition, he cannot say 
how much is due to him. 

Q. — is only this formality that matters? 

— ^In law it is as important as anjdihing else. 

Q_ it is only a formality in law. Practically every son may he 

supposed to he the possessor of one-eleventh of that estate. 

A —I have also thought over the matter. If we impose a single duty 
on the joint family, it may be a lighter duty than what is imposed on 
inheritance. 

Q _'\Vhat a joint family can legitimately do is to make the youngest 
member of the family the managing member. 

A. — The family has no choice in this respect. In law, the eldest member 
for the time being is the managing member. 

Q._Is there any law that the eldest son should be the "managing 
member P 

A. — ^Yes. That is the Hindu Law. 

jifote . — ^The presumption is that the eldest member is the manager, but the 
family may appoint another member in his place by common consent, though 
this fact has to be proved to rebut the general presumption, 

Q. — If the eldest brother dies and he has a younger son, who will be the 
managing member? 

A. — The eldest uncle will be the managing member. The eldest member 
of the family is always the managing member; the law recognizes it. It is 
not left to the option of the family. 

Q. — Couldn’t the family agree to make one particular man the managing 
member ? 

A. — De facto; not in law. 


Sir Percy Thompson. Q.— You suggest the appointment of unofficial 
assessors and the prevalent opinion among many nutnesses, certainlj* amor.^ 
all the commercial men we have examined^ is that the tax-payer won ( 
not like particulars of his income to be disclosed to non-official asses'"' 
who might be competitors in business. r ^ 

A. — There are some people who desire that their own financial ' 
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should not be disclosed to otlier people. 


position 
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Q. — ^But it has been suggested to us that the tax-payeisf 
would dislike it. The most 3 'ou can get in the way of non-official (1. 
would be a body of business men, at any rate in the larger towi^' 
a tax-payer could appeal if he liked. ^ 
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A. — That may be the position we come to by way of comjuu put 




ass of 


Q. — Do j’ou think that there is anything in the sugges 
tax-payers would resent their competitors in business being fj. --'Ciineu' 
the income-tax authorities? ' 
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-Some business men may not like to disclose their finan] 
other countries I find that income-tax proceedings are 


cial posh Ion. 
actually pu,!^. 




A.- 
But in 
lislied. 

Q. — That is perfectly true: it is done in America. 

A. — ^I do not see why people should play humbug, with rJgar^ 
real_ financial pos tion, towards one another without d’sclosl’' 
affairs. In the interests of the country' as a whole, it may be 
income-tax returns are published. 

Q. — ^If a non-official person is really going into the questioj/ of 
that a man is niakingj he must got a good doal of inform ration 
business. ^ 

^It will be a board and not a skigle persorn'to whom I sug^®sf 
appeal, and it is only if the assessee so chooses, /"ihat a reference n'ef*! be 


\gOOC: 


3 to their 
their real 
!l that the 


the profits' 
about his 
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made to the board. 


r 


t-u ti'ou want that the reference to this board should be entirely at 

Ihe option of the tax-payer? 

A, — ^It may be so. 
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Q. — do not think anybody can take exception to that, but if you are 
going to make the reference to the. board behind the tax-payer’s back, 
objections might be raised. 

Al— ^The board need not, unless the assessee wishes, be brought into 
action. 

The President. Q. — ^In the_ matter of accounts, you refer us to a Ceylon 
ordinance as being an authority for the penalizing of the use of any but 
registered book of accounts. Could you give us reference to that ordinancep 

A. — have got the reference at home. I shall write and let you know. 
Tliough the compulsory maintenance of accounts in respect of all assessees 
will not be easy, bxisiness men must bo compelled to maintain them. 

Dr. Paranjpyc. Q, — ^You would not allow any other account books to 
be produced in coxirtsP 

A. — ^No. I have come across instances in which a dual system of accounts 
has been maintained, one for the income-tax authorities, and another for 
the law courts. 

Sir Percy Thompson. Q. — ^Do you think it would be possible to do that? 

A. — ^It would be in the case of business men. 

Q, — In England it is not possible even with business men. 

A. — So far as non-business people are concerned, it may not be possible 
on account of their want of education and training. 

Q. — ^Do you think that people are more advanced in keeping accounts 
in India than they are in England? 

A. — 1 do not say that: nor need they keep accounts of a high order. 

Q. — 1 will give you an instance which is very common. Take a man who 
keeps a large public-house, the expenses of which run into many thousands 
of pounds a year. Surely it is not possible to keep such sets of accounts as 
you suggest there. 

A. — ^It would be difficult for cultivators and agriculturists to keep 
accounts so well as business men, but accounts must be maintained by busi- 
ness men at least with regard to the business profits. If income-tax books are 
scaled with the seal of the income-tax authority, it would be difficult for 
them to maintain double accounts. 

The President. Q. — ^You say that the tax laws should be made \iniform 
for the whole country and loft entirely under the control of the Central 
Government? 

A. — ^Yes. 

Q; — ^Do you apply that to land revenue? 

A. — ^There is no statutory law so far as land revenue is concerned; it 
exists under the ancient custom. 

Q. — ^Would you apply that to excise? 

A. — ^I Avould. 

Q. — How could you make the excise duty on liquor uniform for the 
whole country? At present the duty varies from place to iilace according to 
the facilities with which illicit manufacture can be conducted. In the jungly 
tracts where illicit liquor can bo easily produced, there is onlj' a nominal 
duty. 

A. — ^Without uniformity, the burden of the tax maj' not be fairly 
distributed. Wlien I proposed uniformity, I had in mind mainly the stamp 
duties, court-fees and registration fees. 

Sir Percy Thompson.. Q. — If you make the rates of duty uniform, it 
does mean that provinces ' cannot spend what they like. They have to cut 
their coat according to their cloth and you may have a province which mav 
want money, 

A. — ^Then provinces must develop their economic resources. 

Q. — ^I presume they do all develop them. 

A. — So far as stamp duties and court-fees are concerned, want of 
uniformity results in a differential incidence of the burden. 

Q.— So you would fix the rate, administer, collect and just hand over 
so much money to the provinces? 

A,— I only say that the law must be uniform for the whole country 
VII-27 
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The President. Q.— You say that “The tax laws should he made uniform 
for the wliole country, and left entirely under the control of the Central 
Government, so that not only the burden of taxation but the methods and 
machinery of administration may as far as possible be uniform throughout 
the country.” So you would like the Central Government to collect the 
taxes and pay the proceeds to the Provincial Government, so far as their 
sliare goesp 

A. — think that it may be done, but I am particularly anxious about 
the uniformitj' of the bui-den of taxation. 

Sir Percy Thompson. Q. — Under the Reforms the provinces want to 
control everything. 

A. — I doubt very much whether the provinces are very keen about 
it. The i)rovincial spirit is not so strong in this countrj' as it is in Australia 
Canada and other countries. ’ 

Q. — thought the Provincial Councils were taking a good deal of 
interest in this respect. 

A. — It is the separation that has spread the .spirit. It does not come of 
its own accord, and it had not exi.stcd previously, at any rate to a notice- 
able degree. 
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8th May 1925. 

BAITGAI^OB,!:. 

Present: 

Sir CiiAKLES TouhunteBj K.O.S.I., President. 

Sir Bijay Chand MahtaBj g.o.i.e., k.o.s.i., i.o.si., Maliarajadhiraja 
Bahadur of Biirdwan. 

Sir Peucy TnoAn*soN, k.b.e., o.b. 

Dr. E. P. Paranjpye. 

Dr. L. K. Hyder, m.l.a. 


PYof. A. J. SAUITDJSRS; HI.A., P.R.B.S., Professor of PconoroicS, 
the American College, IVIadnra, tvas examined. 


Written memorandttm of Prof. SaixndcrS. 


Export duties. 

1. E.'Cpoi'L duties arc a legitimate source of public revemiej tlio pur- 
pose of such duties is to get the foreigner to pay as far as possible. That 
purpose ma 5 ’ be accomplished if the taxing country has a monopoly on 
import commodities, which other countries want. In this respect India 
is fortunate in several commodities. 


In several countries ei^iort duties arc in force, ns for instance, in the 
main suppliers. Because of the fact that India enjoys a vii-tual monopoly 
in the West Indies, nitrates in Chile, and coffee and rubber in Brazil. 

2. India has at present five kinds of articles of export subject to an 
.export duty. They arc — ^idcc, tea, jute (raw-»ind manufactured), hides and 
skins, and pepper. Jii connection with the last three mentioned, India has 
almost a monopoly iiosition, and in the case of the first two, she is one of 
the main suppliers. Because of the fact that India enjo,ys a virtual mono- 
poly in the supply of these goods, and that other goods are not readily 
substituted for them, it is possible to shift any reasonable exiiort tax on to 
the foreign buyers. What I am chiefly concerned until in this investigation 
is — 

Can the rate of export tax be increased, and can wo enlarge the list 
ol commodities that might bo subjected to an exj)ort duty? 

3. The rates and total revenue on export duties for British India for 
the j’ear 1923-24 are as follows: — 

Commodity. Kale. ExportDaty. 


Kice .. .. .1 

Tea 

Kaw .Tule (Cuttings) . . 

Slanufaotured Jute — 

(1) Sacking . , 

(2) Hessians . . 

Hides and Skins 


RS. 

j\s. 3 per Indian maund of 82 lb. 1,18,21,957 

Ks. 1-8 per 100 lbs 60,06,090 

, „ 1-1 per bale of 100 lbs. . . 1,68,69,166 


II 

i( 


20 2 )er ton 
32 per ton 
5 per cent 


76,11,857 

1,22,96,031 

26,33,110 


^ Kepper (from IMadras Presidency alone). . . . For January 1925 alone exports 

valued at Ks. 2,70,909. Do not know the rale. 

In connection with the above list I will make the following sugges- 
tions : — 

The market for Indian rice is well established, and Russia is now 
demanding Indian rice. The export rate may be increased to As. 4 per 
maund. 
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Because of the competition with China and Ceylon the tea rate may 
remain as at present. 

The export of jute (raw and manufaoture.d) is on the increase, which 
moans that the demand is growing. In 1921-22 jute export duties amounted 
to 2.72 lakhs of rupees, in 1923-24 the export duties totalled 3.57 lakhs. 
The substitutes for jute, namelj', hemp and flax, are one and a half times 
as costly as jute, and so cannot hope to compete with jute. Jute is there- 
fore a safe monopoly. The maximum duty which jute can hear is about 50 
Ijer cent ad valorem, and if we impose a duty of about 25 per cent to be 
on the safe side, our position in the foreign market will not be endangered. 
The present specific duties are much below that figure, and steps should 
be taken therefore to increase the rate of duty. I would therefore suggest 
that the export duties on jute be raised to Rs. 1-8-0 for 400 lb. (cuttings), 
Rs. 24 jjer ton (sacking), and Rs. 36 per ton (hessians) for all expoi-ts to 
Germany and other non-British countries. 

Hides and skins now carry 5 per cent export duty. That rate may bo 
increased to 10 per cent for all exports to Germany and other non-British 
countries. 

Pepper may remain as it is for the present. 

4. As regards other commodities that may be expected to yield an ex- 
port duty, I will mention — 

(1) Shellac . — There is a large foreign demand for this commodity, ' 
and it can be made a close monopoly, because there does not exist a suitable 
substitute. It is a forest ijroduct, and cotdd be made a State monoijoly; 

I would suggest a 25 per cent expoi't duty. 

(2) Ground-nuts . — ^Large quantities are sent to Continental countries. 
This commodity may stand a 10 per cent export duty. 

(3) Coir . — Large shipments go to Germany and the Netherlands. This 
commodity may stand a 10 per cent export duty- 

(4) Indian manufactured tobacco . — ^Import duty now covers the 
foreign article, but 1 would suggest an excise duty on Indian nianutacturcs, 
and a license duty for the sale of Indian tobacco goods. 

(5) The export of fertilisers . — ^Large quantities of indigenous ferti- 
lisers from India are exported e%'ery year to Ceylon, Federated Malay 
States, J ava, and even to Europe. These feitilisers include bones, bone meal, 
lishj ground-nuts, and oil-seeds.' Ceylon is the chief customer for these ferti- . 
lisers, aud they are used on the tea estates of the colony to produce tea 
which we do not drink, instead of being used on the paddy fields of the 
Madras Presidency to produce rice, which we can and need to eat. That is 
the point; we need these fertilisers so badly in India that if necessary 
the export trade in them should be taxed out of existence. If that object ' 
were attained, and the export of fertilisers were prohibited by a heavy 
export tax, the revenue of the Government would suffer to that extent. 
But that loss would be more than compensated by the benefit that both 
the Government and the people would receive from agriculture by the use 
of that fertiliser on the land rather than exporting it to a foreign land. 

I would put the export tax on fertilisers at 100 per cent. 

(6) Tourist tax . — ^India receives thousands of tourists every year. 

I think there is a new source of revenue in that fact, if we can work oiit :v 
satisfactory method of collection. These tourists take out of India every year 
lakhs of rupees worth of goods. It is all business for the country, but" the 
public revenue benefits only indirectly by this stream of visitors. I would 
like to see the public revenue benefit more directly. There are at least r,wo 
ways by which revenue may be obtained from tourists. They are: 

(a) A declaration to the customs officer at the port of entry that the 
individual is a tourist visitor, aud the payment of a Rs. 10 tourist tax to 
that officer; or 

. (b) An export duty on goods taken out of the country by declared 
tourists by declaration to and inspection ))y Customs Officers at the port 
of departure. This tax may be a 5 per cent ad valorem tax. 

Whether such a tax appeals to the Committee or not there is a source 
of revenue here which should not be neglected. The United States of America 
levies a heavy passport charge, which i.^ a source of revenue from American 
tourists going out of the country. Similarly, the Government of India may 
secuie a revenue from tourists coming into India or purchasing in India. 
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1 favour ad valorem duties wherever possible. 

It is along these lines that I have been thinking and working in con- 
nection with ex^jort duties, and these suggestions are my answer to Q. 82. 

Taxation. . 

1 have had conferences recently on the question of Indian 'i'axatiou with 
Mr. K. Kama Ayyangar, m.l.a., for Madura; with Mr. A. Rainaiya, author 
of “A National System of Taxation” ; and with Mr. II. Foulkes, President, 
Madura District Board. I am Professor of Economics; in our Senior Class 
in Public Finance we are just now dealing with Indian Taxation, and are 
discussing many of the problems which are being considered by the Indian 
Taxation Enquiry Committee. 

The following are some of the conclusions which we are coming to in 
our discussions, and if the Taxation Committee think they are worth further 
investigation, I shall be jjleased to meet and continue the discussions with 
them: — 

The first thing is the relative merits of direct and indirect taxatio)i 
as they apijly to India. The policy I advocate is an extension of direct 
investigation, I shall he pleased to meet and continue the discussions with 
their burden of taxation, and to increase the taxes ot the upper and more 
wealthy classes. On the principle that all receive benefit from the Govern- 
ment, and therefore ail should pay something to the revenue ot the State, 
the salt tax maj^ be retained, but it should not be a lieavsi^ tax. Rs. 1-4-0 
or even Re. 1 per maund is sufficient. If an universal tax is to be increased 
it_ may be well to consider lowering the income-tax from Rs. 2,000 to a 
minimum of Rs. 1,500 at 4 pies the rupee, the rates beyond that minimum 
remaining the same as at present. 

The land tax, as at present administered, is generally regarded as 
very unsatisfactory. Madras Presidencj' is top heavily taxed, and Madras 
is called upon to pay far too much to the Central Government, while, on 
the other hand, Bengal is too lightly taxed. It is the difference between the 
two systems of permanent and temporary land tenure. That Bengal should 
be paying to-daj' the same rate on lands as she did 150 years ago, in spite 
of the great rise in prices and the enormous increase in land values, con- 
demns that policy on the face of it. Tlie question of equity here may be 
acconqilished in one of two ways. 

Apply the iiolic}' of income-tax to agriculture as well as to commerco 
and manufacture. It may die done bj' applying the regular income-tax rate 
Lo agriculture as well as to industries, but allowing rebates up to the 
extent of the laud tax, or — and this is being advocated in the JIadras Presi- 
dency — irlace Madras and the rest of India on a permanent land tenure 
with the same_ rate of land tax as Bengal, and then subject them all to a 
graduated agricultural income-tax. This will remove the present inequality 
which exists betSveen Bengal and the temporary tenures. The point is 
Bengal is getting off too liglltl 3 ^ 

Another reason for an agriculture income-tax is the report down our 
waj' that the Chetti community are withdrawing their money from commerce 
and industry and bujung lands to escape the income-tax. That means that 
capital is being withdrawn from industry, and that is bad for the develop- 
ment of the country. 

Another matter in this same connection, though it jirobably will como 
up in the later enquiry on economic conditions, is the subdivision of lands. 
I am in a position to know that the Indian practice is promoting peverty 
among the rural poiiulation. I have come to the conclusion for the economic 
improvement of the rural people and the general good_ of the w'hole country 
that I would tax out of existence the practice of minute subdivision and 
fiagmentation of agricultural lands. 

Any change in the land reven\xo system as suggested al)Ove_ would 
necessitate a redistribution of revenue heads between the Provincial and 
the Central Governments. It maj’ be done by differentiating between agri- 
cultural income and income from all other sources, and placing one as a 
credit to the Central Government and the other to the Provincial Govern- 
ment. 

In this recasting of Indian taxation system the question of ail in- 
heritahee or succession tax should he considered. This, of course, wall need 
careful handling, because of the Hindu Law of Inheritance and the joiiit 
family system of land-holdings. But Indian opinion down our way is 
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coining to tlio position that such a tax may be considered, and if it can be 
ivorlced out satisfactorily it may be adopted. The iiroblem centres round 
the joint family holding and the rights of the survivors. There will not be 
much difficulty in connection with industrial inheritance, but the joint 
family holding of lands may present some difficulties. While small hold- 
ings exist, exemptions would have to bo allowed; for larger estates a 
graduated tax may bo imposed, and the whole family made responsible 
for the payment of the tax. 

The cotton excise tax is greatly disliked. "WTiy not make it a profits’ 
tax through an income or super income-tax? That is really what it is, and 
this method would afford relief to those who can show clearly that they are 
not making profits for some exceptional reason or other. An excise tax on 
all the producers alike only results in an increased cost to the consinners. 
But a tax on profits Avill get onlj-^ the profit-makers, who should pay more, 
and exemptions to those who are not making profits will tend to keep prices 
down, which will be welcome to the consumers. 

An exjjort tax maj’ be graduated with a higher rate for Indian mono- 
polies, because the tax can easily be shifted to the foreigner, Avho is thus 
made to pay to Indian revenue. This must not be overdone, however, 
especially in connection with connnodities which are 3\ot Indian monopolies, 
or competition will affect the demand for Indian goods, which result would 
not only interfere with Indian revenue, but would seriously interfere also 
with an industry. - ' , 

The Committee may seem fit to recommend to local Bodies a change in 
the tolls system. Tolls are archaic and ought to bo abolished in India. Mo 
one likes them, and every one tries to evade them. A sufficient vehicle tax 
would be a much better system, and it could bo levied so as to bring in 
much more tlian the present custom, and without the annoyance of the 
present practice. 

These are some of the lines along which we have been discussing this 
taxation problem in the American College, Madura, and with a number of 
our prominent public inen, I offer the ffiiggestions to the Committee for what 
they arc worth, and if they open up anything that may bo further investi- 
gated, I shall be pleased to continue the discussions. 


Prof. Saxrnders gave oral evidence as follows 

The ri'cshleiit. Q. — ^You are Professor of Economics in the American 
College, Madura? 

A.— Yes. 

Sir Vercy Thompson. Q. — ^You say “India has at present five kinds of 
articles of export subject to an export duty. They are rice', tea, jute (raw 
and manufactured), hides and skins, and pepper. In connection with the 
last three mentioned, India has almost a monopoly position, and in the case 
of the first two, she is one of the maiai suppliers”. What i)roportion of the 
world’s production of hides and skins has India? I sEouJd think it is rather 
a small proportion. 

A.— My impression is that the export of hides and skins from India is 
considerable. ^ I got some of my information from the Madras Customs 
House. I think the matter is discussed in Findlay Shirras’ book on Public 
Finance, and A^akil too has discxisjscd it to some extent. 

The President. Q. — You arc familiar with the views of the Fiscal Com- 
mission on the subject? 

A.— Yes. 

Q. — ^You differ from them? They say, “Wo have received evidence that 
tlieJiides are frequently allowed to rot on. the carcasses, and that in conse- 
quence'' of the low prices, which ham undoubtedly been accentuated by the 
export duty, a source of wealth, in the aggregate not inconsiderable, has 
nctuallj’ been destroyed”. 

A. — The Indian trade in hides and skins could be greatly benefited if the 
ryots would observe one. or two_thing.s, viz., the care of the hides after thoj' 
have been taken off and the elimination of wasteful branding. If these two 
things are observed; the trade would be greatly improved. 
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Q. — ^They recommend the abolition of the duty on hides and say that a 
small revenue duty on skins might ho successful. 

A. — That might be. I suppose a distinction could be made heta-een 
skins and hides. 1 do not know which is the more important of the two or 
which is the lai’ger of the two. 

Sir Percy Thompson. Q. — ^Do you accept the proposition that you would 
be justified in putting an export dutj- on an article when you have 
something of the nature of a monoi)ol 5 '? 

A. — ^Yes; I think I would accept that principle. 

Dr. Paravjpye. Q. — ^Also Avhon you want to iirohibit a thing going out 
of the counti'yp 

A. — That, of coursoj becomes a prohibitive duty. But the point is this : 
if there is not a monopoly and .sub.slitiites can bo used in the place of the 
commodity, putting on a duty woiild mean the ruining of the trade of the 
country. 

Sir Percy Thompson. Q. — Quitoj and from that point of view, I suppose 
it is rather dangerous to put anything like a substantial duty on things like 
rice and tea. 

A. — ^You take rice. The demand for rice is world-wide. T have no figures 
before me now, but I am sure the demand is on the increase. If that is so, 
then it maj' be that it can bear an export duty. 

Q. — ^At any rate, will you agree with the view that if you put on an 
export duty, unless India fixes the world price for rice, the duty conics out of 
the pockets of the iiroducer? 

A. — ^Do you think India is not fixing the world price when Burma 
exports about 70 per cent of the world’s rice demand? 

Q. — should not think she has anything in the mature of a monopoly. I 
have no doubt that the world price of rice must depend to a great extent 
on the crop in India. 

The President. Q. — India and Burma together export about 50 per cent 
of the world’s rice. 

A. — ^I thinlc Burma exiiorts 70 per cent. Burma ex 2 >orts a much greater 
amount than India does. As India exports much less, perhaps it brings the 
figure down to 50. 

ySir Percy Thompson. Q. — If India and Burma together export 50 per 
cent of the world’s supply, surely Burma’s export must be less than 50 per 
cent of the world’s supply. 

A. — ^I have not got the authority with me just nowj but my impression 
is that Burma’s export is much larger than India’s. 

Q. — Have you ever considered in the ca.se of export duty on rice 
and tea, if you admit that any jmrt of the duty is thrown on the producer, 
to whom the duty should go? 

A. — ^To the province of origin. That would, of course, come in your 
classification of revenues between the Central and the Provincial Govern- 
ments. 

Q. — Would you say the same thing with regard to a real monopoly, such 
as jute? 

A. — To be consistent, I think one would need say that those commodities 
which are provincial monopolies should go to the provincial revenue. 

Q. — ^If they are monopolies, they should still go to the provincial 
revenue ? 

A. — ^Yes; I think so. 

Dr. Ilyder. Q. — Now, suppose India put a tax on the export of rice; 
what will happen? Reasoning on Sir Percy Thompson’s assumption that 
India u'ill not be able to compete in the world market and other people 
will try to meet the world demand, this must .show itself in the increased 
efforts of the producers in other countries. But the land will not return 
such an increasing quantity of i-ice at the same cost. It would mean extra 
production at a greater cost. Therefore, to the extent that the rise in 
world’s price takes place, the Indians can jump in and throw part of the 
burden on the .foreign consumer. Is that correct? • - 
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_4., ^Tliere is one thing — the state of the demand — which you must con- 
sider. " Tlie state of the demand is on the increase with the development in 
culture in China and Japan, and also in India. There is a greater demand 
for food-stuffs, and rice is the staple food here. You take Russia; R.ussia’s 
demand for Indian rice is on the increase now. I think that with the 50 per 
cent export, India could stand an export duty. 

Q_ — Since the demand is not very el.nstic and production is subject to the 
law of diminishing j-eturns, the probability is that there v/ill be a rise of 
price; and to the extent that that rise in price takes place, India will bo able 
to throw its burden on the foreign shoulders. Is there any flaw in that? 

— ^No; I think that is quite correct. That is my idea too on the point. 

Sir Percy Tlionuixon. — ^Dr. Hj’dor makes the assumption that tliis 
is inelastic; that is a very big assuiniRion. 

JDr. ITyder. — It is a necessary raw material for industries. To that 
extent it is, no doubt, a raw material as well as an article of food. 

Sir Percy Thompson.-— Tint if the price of rice tends to rise, the effect 
will be that land which is at present cultivated with other food-stnffs will 
be cultivated with rice. 

Dr. Hyder. — To the extent that the substitution of other land takes 
place, it favours our position. Rut rice can only be grown on a certain 
quality of land and to the extent that they grow rice they will have to apply 
more labour and more capital only to get a diminished retxirn. 

Sir Perry Thompson. — I put this suggestion, that if owing to the putting 
of this export duty on rice, you do raise the world price of rice, the world 
produetioix outside India is likely to increase. Therefore, the supply of rice 
will be increased and that will counteract the tendency of the price of i-ico 
to rise. 

Dr. Jlyder. Q. — If the source of supply outside increased, that increase 
would only take place at an increasing cost. If it liad been otherwise, that 
increase would have taken place oven now. The fact that tliat increase does 
not exist now shows that the land outside is not able to produce extra rice 
at the prevailing price. Is there any flaw’ in that argument? 

The witness. — ^I do not see any. 

Dr. Hyder. — Such areas are not capable of expansion ; the areas are all 
already under rice. 

Sir Percy Thompson. — ^^Vliy do you say they are not capable of expan- 
sion? 

Dr. Hyder. — There are not many largo sw'ampy areas suitable for rice 
cultivation. _ 

Sir Percy Thompson. — In many parts of the woiW there must bo such 
areas — many lands which are not cultivated. There is any amount of land 
in Australia which is available to grow cotton and it does not grow anything 
to-day and the reason is that communications are bad. 

Dr. Hyder. Q. — So the qiio-stion is whether the extra rise that takes 
place can compensate the producei-s who bring under rice cultivation land 
W'hich they do not at present consider advisable to use for that purpose. 

The witness. — So far as Australia is concerned, there are two things 
against the production of rice: one is the irrigation problem and the other 
is the labour xxroblem. These are the two reasons that would increase the 
cost, if production of rice was attempted in Axistralia. ■ 

Sir Percy Thompson. — ^I am not suggesting that it could be done in 
Australia. I only say that there are largo areas in the world which could 
grow rice. 

A. — Certainly, tliCTC is doubtless a great deal of land that might be put 
under cultivation of rice. 

Q. — ^If you put a duty of 10 annas a maund, for instance, on rice, the 
effect may be that the price will go up_ by 2 annas. The cost of production 
must have some effect on the world price. But it w’ill not affect the world 
price to the full extent of the duty and to that extent it must come partly 
from the pockets of the producers. 

A. — ^It is only 3 annas now and I propose an anna more. 
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Q. — The probability is that taken over a long period, if tlie duty ie 
i annas, 3 annas ivill come out of the pockets of the producers. If a big 
duty has a certain effect, a small duty u'ill hav§ the same effect in a lesser 
degree. 

You u’ant to raise the duty on jute from Rs. 1-4-0 to Rs. 1-8-0? 

A. — ^Yes. 

The Mahavajadhiraja Bahadvr of Burdwan. Q. — Do you want to kill the 
goose that lays the golden egg? 

-A..— ^^Oien you have a monopoly and there is a 'flemand for the commo- 
dity, why should not the export duty be Increased? There has been a 
considerable increase in demand since 1921-22. That would warrant an 
increase in the export duty. 

Dr. Paranjpye. Q.— Business people have told us that there is a certain 
maximum limit, because if the duty is too high people will take to buUi 
handling of grain. 

A. — ^The question is whether the increase would reach the upper limit. 

The President. Q. — There has been an attempt to find substitutes quite 
recently? 

A. — ^Yes. The substitute is dearer than the jute itself. So, I think there 
is no danger there. The point which Dr. Paranjpye has raised would apiiiy 
to the United States of America and Canada; but I doubt whether it will 
apply to South America, Australia and other countries. I do not think bulk 
handling ivill take place there for a eonsiderable time. 

Q. — ^Do you think that the exemption of Bimlipatam jute is justified? 

A. — do not know. Have you anj’ idea of the reason for that exemp- 
tion ? 

Q. — ^It is not the same botanical plant. It is really a substitute. Is 
there any authority for your statement that there is a duty on pepper? 

A. — ^I do not find the reference. It is not in the list supplied by the 
customs authorities in jMadras. 

Q. — ^There was a duty on popper from Cochin. I think the duty has 
long since been abolished. 

A. — ^I do not find it here. But I found it in one of the statements pub- 
lished by the “Madras Mail” with reference to the exports and imports. 

Q.— Section 4 of the Indian Tariff Act reads thus: “On all pepper- 
exported by sea from the Port of Cochin there shall be levied such duty not 
exceeding Rs. 9 per candy as the Governor of Fort St. George in Council 
may determine; and that the Customs Collector at the said port shall, after- 
deducting the expenses of collection, pay the duty collected under- this section 
to the Goverrrirrents of Travancore and Cochin, in such proportion and in 
such manner as the Governor of Fort St. George ih Council may direct”. 
So there is a duty at one port levied on behalf of the two Indian States, but 
it is not the -part of the customs tariff. 

A. — ^May be. I think it was simply called an export drrty oir pepper. 

Sir Percy Thompson.^ Q.— Have you any information how far- shellac 
prodrrctimr is irrereasing iir other countries? 

A.— No. 

The President. Q. — It was meirtiorred that America aird Germany are 
uirdertaking the manufacture of lac. The Commerce Department gave us 
some figures that they laid much nrore stress on the fact that the export duty 
on lac will hit the local manufacturer. Already the other countries are 
making their- own lac from Government forests and the export duty would 
sjhnply kill the local trade. Tire next thing is that tire local trade is badly 
organized. 

A. — I see. 

Q. — ^Actually at present lac pays a considerable royalty and there is also 
a cess of 4 arrnas a maund. Any serious increase in price will stimulate the 
production of substitutes and thereby ruin the Indian export trade. 

A. — ^That is the point, of course, with regard to all the export duties. 
If a substitute is provided, there is the danger signal. 

YII— 28 
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Sir Percy Thomjyson, Q. — ^All through you suggest ad valorem diitics for 
exports. Is it not a very bad j»rinciple? It vill make the prices still higher? 

A. — the Government is getting revenue according to the value, vhen 
the price value rises, their share in the revenue ivill also be increased. 

Q. — ^^Vhen the price falls, it can stand a greater export duty? 

A. — ^Yes, but my idea ivas to give the benefit of the increase to the 
Government revenue which you cannot do on _ the weight because it is 
constant. Weight does not change, _ but the price does and gives the ad- 
vantage to the Government by the rise in prices. I recognize it will require 
more expense to collect. 

Dr. Paranjpye. Q. — The benefit of the greater price can be obtained in 
the shape of income-tax receipts from the manufacturers? 

A. — doubt if that amounts to much. 

Sir Percy Thompson. Q. — Is there any monopoly of ground-nuts in 
India? Wliat use is made of it? 

A. — There is no monopoly. They make oil from it. 

Q. — Then you have got coir, is there any monopoly in it? 

A. — It is not a monopoly, but the trade is tremendous in South India. 
If you take the West Coast, in Travancore, etc., the cocoanut industry is a 
very extensive industry and a great deal of exports go to Europe, Germany 
and other places. 

Q. — Do you know for what purpose this coir is put? 

A. — Eor ropes and matting, etc. 

The President. Q. — Actually there is a large amount of waste in the 
manufacture of coir. You must see whether the manufacture develojis pro. 
perly before you can tax it. 

A. — ^Yes. On the whole, it is better not to tax it. 

Q. — The demand is very much less than the supply? 

A. — ^Yes. 

Sir Percy Thompson. Q. — It is a flourishing industry, but you woultJi 
not tax it simply because it is a flourishing industry? 

A. — ^Yes, it depends upon the demand. If the demand is strong, it 
is a fair question to ask whether it cannot stand an export duty. 

Q. — The other thing you want to put a tax on is the export of 
fertilisers. There is one statement you make there which I do not under- 
stand. You say, “If the export of fertilisers were prohibited by a heavy 
export tax, the revenue of the Government would suffer to that extent”. 
How? 

A. — It would not suffer from not receiving the I’ovenue from the export 
trade, because the export is done away with. 

0. — ^It does not receive anything now? 

A. — ^What I had in mind was this. Government is receiving revenue 
if not directly by export duty, at least indirectly by the business from 
the trade of fertilisers going abroad. If that export trade were eliminaied 
by a heavy export trade. Government would lose revenue from that 
business. 

Q. — Do you mean to say income-tax on the profits of the exporters? 

A. — ^Yes. My point is that if these fertilisers are used in the country, 
the farming industry will be benefited far more than the loss to the Govern- 
ment. 

Q- — The other tax you have proposed is a tax on tourists? 

A.— AVoll, it is only a suggestion. That is an alternative tax, to 
tax all tourists at the port of entry. 

Dr. Uyder. 0. — Tourists are niostly Europeans and most of them are 
bureaucrats. They will disclaim liabilitj' to this tax. 

A. — ^ke America, it puts a heavy passport tax upon persons going 
abroad. Their charges for passport facilities are much heavier than in any 
other country. It is one of the means of getting I'evenuo from people going 
.abroad. Jly idea was, tlioreforo, might not the Government of India 
receive some compensation from persons coming into Tndi.a, 



Sir Percy I'liomjjson. Q. — You admit wlieu tourists come into tliis 
couiitiy they make lot of purchases and thus enrich this country in a 
^vay. But if you put on a tourist’s tax you are simply discouraging money 
from coming into this country. 

A. — I think in spite of this tax, many will come. 

Q. — 'Why should they come to India, they can as well go to China 
or Japan, avoiding these items of cost? 

Vr. ILyder. Q. — The other day I met an American young man who 
said that his father had given him Rs. 15,000 to make a woi’ld tour. Do 
you think that this ten rupees fee would make him divert his journey to 
China or Japan? 

A.— No. 

Sir Percy Thompson. Q. — Do you think we could get some thousands 
of rupees out of this tax or only some hundreds? 

A. — ^If it is not lakhs of rupees, it is not worth while. 

Q. — ^Tiniy don’t you make it a passport duty just like in America? 

A. — suppose that can be done. 

Q. — Supposing you charge Rs. 10 to everybody ^vho has got a passport 
which is not initially issued by the British authorities? 

A. — ^That will land us in international (^lestions. This proposal is 
not a very important onej it is only a .suggestion. I am doubtful whether 
it will be worth while. It ought to be considered. 

Dr. ILyder. Q. — Do you think a large number of tourists come into 
this country? 

A. — I have not got statistics, but I think many of them come in. 

The President. Q. — You have also suggested excise duty on Indian 
manufactured tobacco and licensing duty on the sales of Indian nianu- 
factured tobacco; how are you going to levy an excise duty on the Indian 
manufactured tobacco? 

A. — That, of course, is a problem, 

Q. — ^I^^hat would you class as Indian manufactured tobacco — only things 
manufactxired on European lines? 

A. — That is what I had in mind. If the manufacture is conducted 
in anything in the nature of a factory, my idea is that it ought to be 
registered and the returns ought to be made to the department, and on that 
basis an excise duty would be charged, 

Q, — Would it not kill the industry and split it up into cottage industries? 

A, — 1 do not think so. The tendency nowadays is towards largo 
production, 

Q, — ^Actually the cigar industry is falling off, 

A, — 1 do not think so, 

Q, — ^You might put an excise duty on the cigarettes, but on the cigar 
industry it would not be practicable, as the few factories that are already 
working are losing monej", 

A, — How are they losing? 

Q. — ^Their export trade is falling off, 

A. — I did not consider that point, 

Q. — ^Then take cigarettes, you would put an excise duty on cigarettes? 

A. — ^If that could bo done by regi.stering the factories that are making 
them, 

Q, — ^IVould you adopt the policy of stamping the packets? 

A,— Yes, 

Q, — ^You will have a license duty on the sales, what is the plan? 

A, — That is very difficult. The sale is everywhere and the problem will 
be a very difficult one. My idea is that the place of sale ought to be 
licensed and the person vending ought to be licensed. 

Q. — ^Would you break up the country into different areas and in each 
area sell the mouopolj’ by auction : the monopolist would probably appoint 
the existing people and make ihem pay? 

A. — The supervision of lhat will be a considerable taisk, 
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Q. — T]io iiioiiopolists would suj)orvise. 

A. — I suijpose that could bo done. 

Q. — You advocate an extension of direct taxation and you Arould lower 
the income-tax to a minimum of Rs. 1,500? 

A.— Yes. 

Sir Pcrct/ Thompson. Q. — I don’t quite follow why an increase in salt 
tax should necessitate the lowering of the limit of exemption from income- 
tax? 

A. — It is reported that, when there was a heavy tax on salt, the con- 
sumption went off considerably : hut I could not verify the statement, 

Q. — ^Do you mean to say that the salt duty was so heavy that the 
actual total yield fell? 

A. — I don’t know about the yield, hut the consumption fell. 

Q. — ^Assume that the consumptiojr fell, while the total yield of duty 
was greater; why should the limit of exemption from income-tax be 
lowered ? 

A. — ^If a universal tax is to he increased, it may be well to consider 
the lowering of the income-tax exemption limit. The idea I have in mind is 
the question of a universal tax. If you decrease the amount of salt tax, 
you are lessening the revenue to Government: what I am after is to make 
up that loss and I suggest that the loss may be made up by lowering the 
exemption limit of income-tax. 

Q. — ^You saj’ “if this universal tax is to he increased”. Is it a 
mispi’int? 

A. — You may substitute “a” for “this”. T am in favour of a universal 
tax. Salt has been a universal tax. If you put the salt duty down, say, 
to Rs. 1-8-0 or Rs. 1-4-0 or even Re. 1, Government will be losing some 
revenue. How are you going to make up this loss? If 3 ’ou decrease the 
income-ta.x minimum, 3 'ou can make up the deficiency from the salt tax. 
You are decreasing it on salt and increasing it on income-tax, 

T)r, TLydcr. Q. — But j-ou say that j'ou advocate an extension of direct 
taxation ? 

A. — Not absolutely; I believe in indirect taxes also. 

Q. — Suppose the financial needs of the State require an addition to the 
revenue and the Government of India put up the tax on salt. The idea in 
your mind is that this tax would be paid hj' people wlio are comparatively 
]ioor, and to keep the scale even between the poor and rich, j’ou would bring 
down the income-tax exemption limit to Rs. 1,500. 

Sir Percy Thompson. — That is not so, because jmu say the rates beyond 
that minimum would remain the same as at iiresent. 

The President. Q. — Maj' we develop this question of the reduction iu 
the salt consumption a little further? Have j’ou studied the figures? 

A. — I made enquiries, but I found it difficult to get reliable figures 
and my information is scrappj' on this point. I think consumption went 
down when the tax was high. 

Q. — There is always a wild fluctuation in the consumption of the com- 
niodity round about the time of change of dutj', hut actuall.y when the 
incidence is three annas a head, is it likelj" that a man will* change his 
diet? 

A. — Probably not. I do not think that the consumption has suffered 
very much. 

Sir Pefey Thompson. Q. — In regard to land revenue, j'ou saj' that the 
“Madras Presidency is too heavily taxed, and Madras is called upon to pay 
far ioo_ much to the Central Government, while on the other hand Bengsil 
is too lightly taxed.” Jfadras does not ijaj’ anj' land revenue to the Central 
Government: it keeps all to itself. 

A. — T am referring to the conti-ibution. 

^oranfp.'/c. Q. — ^Havc you studied the relative incidence of taxation 
m Madras and in other in’ovinces? 

A. — ^I have not gone into it. , . , • 
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Q. — Then j'ou can’t say 'that Madras is too heavily taxed. There is 
a big figure which is nominally a contribution from iladras, but nndor 
the Meston Settlement, Madras is given all its land revenue. Jladras got 
about five crores more under the Meston Settlement, but it was asked to 
pay back out of it something like 3 crores and 80 lakhs of rupees, because 
the Government of India put larger resources in the hands of Madras. 

A. — The land revenue is very heavj' in Madras and the province gets 
the advantage of it; hut on account of the heavy land tax the Government 
of India turn round and take a verj' large contribution for the Central 
Government. 

Dr. JEijcler. — The incidence of land revenue is heavier in these temi)o-. 
rarily-settled areas than in Bengal. You should compare the incidence of 
land revenue of Madras until like areas. 

The President.— li you take it per acre, it is so, hut wo have not yet 
arrived at any satisfactory standard of comparison. 

Dr. 'Ryder. Q. — The real point is whether Madras is heavily taxed 
as compared with Bengal in regard to lands similarly situated. 

A. — ^The question of land tax is not a great subject of controversy. 

The President. Q. — Do you propose the remedy of reducing the rate of 
the land tax in all provinces down to the Bengal rate? Can jmu tell us 
what the Bengal rate is? 

A. — ^I don’t know. 

Q. — ^Is there any such thing as the Bengal rate? It depends on the 
rate settled for each particular zamindari at the permanent settlement, and 
the incidence is more unequal perhaps in Bengal as between one area and 
another than in any other part of India. 

A.— Yes. 

Dr. Ryder. Q. — ^IVould you take into account the total figure of land 
revenue in a iirovince and then distribute it per acre? 

A. — I don’t think that would ivork very well. 

Sir Percy Thompson, p. — ^Y^ould you base the comparison on the ave- 
rage of the rentals paid in open competition? 

A.— Yes. 

The President, Q. — Do you think there would ho any considerable 
number of farmers irho would be liable to income-tax? 

A. — 1 sui)pose not: the income-tax would apply to large landholders. 

Q. — ^Practically it Avould apply to rent-receivei's. 

Sir Percy Thompson. Q. — ^lYould it amount to very much? 

A. — ^That is the question. I think by taxing the income of the larger 
landholders Government Avould stand to benefit. 

Q. — There would -he certain cases where you can get big payments, but 
you would want an enormous machiuei-y for it. 

The President. Q. — ^In your part of the Presidency, would you get 
much out of the permanently-settled areas? 

A. — ^Yes. In the Tanjore district, for exam])le, there are mirasidars 
possessing 1,500 acres : it is a question whether they are paying their just 
quota of Government revenue. I do not think thej' are. 

Q. — ^Practically the taxes would be paid by the rent-receivers and not 
by the actual farmers? 

A.— Yes. 

Sir Percy Thoinp)son, Q. — Take a jn-oviuce like the Punjab whei-e out of 
3i- niillion cultivators you have only 2,300 paying a land revenue of as 
much as Rs. 500. That would mean that they would all fall below the 
exemption limit of Rs. 2,000. 

A. — There will have to bo a minimum and if you are to place Madras, ‘ 
for instance, on the same level as Bengal in the matter of permanent land 
revenue, there would be a considerable saving over the resettlement ex- 
penditxire all the time. 

The President. Q. — Have you visited the permanentl 5 ’--settled areas in 
your neighbourhood? 

A.— No. 
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Q_ ([Jan you give us any idea as to ]io_u' tlioy coui]>are, as regards tlio 

X)rosperit 5 " of the people, ■with the toinporai'ily-settled areas? 

— T consider the x^casant ^ little better off than ihose 

under the zamindars. 

Q — You say that the Chetti comiimnity are withdrawing their money 
from commerce and industry and buying lands to escape the income-tax? 

A— That is the report. I tried to investigate it, but T have not 
met with ver^’ hiucli success, because it is a thing you can’t find out. 

Q. — ^You know that some of them have quite largo zamindaris. Deva- 
kotta is quite a recent acquisition. 

A. — The que.stion is what is their motive in doing it. 

Sir Peretj Thoituyaou. Q. — ^AVould not the fact that the agricultural 
incomes are exempt reflect itself in the price they will have to pay for 
land? 

A. — ^To some extent it would, but land price is siibject to a number of 
considerations. It is not a question of market considerations alone. 

Dr. Paranjpite. Q. — fl'heu they would not escape income-tax, because 
the x^i'ices of land would bo very much greater. 

A. — ^The fact that the demand for land is on the increase would tend 
to increase the X’l'ice of land, so that the difference between the higher 
Xirico xjaid for the land and the income-tax may not bo very much. It is 
a question that would have to bo considered scientifically. 

Q. — ^In your next jiaragraph you talk about sub-division of holdings 
and you refer us in your list of authorities to some literature on tho_ sub- 
ject. Are you in favour of legislation on the lines of Mr. Koatingo’s Bill on 
the subject? 

A. — Yes: I think the lime has come when something like that ought to 
bo considered. 

Dr. Ilydcr. Q. — Could you prevent fractionisation by passing a law? 

A. — No. I think a good deal of i>ropaganda work will have to be done 
to point out to the people the actual disadvantages of fragmentation. I 
think they are coming to see that now. 

Q. — 'There are some x’fU’ts in Europe in whicli the oldest son has to 
go out of the family and live soincwhorc else, and some parts in Germany 
in which the youngest has to go' out in order to leave the land to one 
person only. There is no law: it is a usage. Hero wo liavc our laws of 
inheritance and succession and you say you would tax out of existence 
the fragmentation of agricultural lands. Do you think it is possible? 

A. — As I said, a great deal of educational work has to bo done before 
the law would be efl'ectivo. People are now beginning to see that th&so 
minute fragmentations are against their ovrn interests, and 1 think very 
soon they would be prepared to accept a modification of that custom. 

The Prcskleni. Q. — You refer us to an article by ^Ir. Sundaram Ileddi 
on the subject in which ho says: “I think it is fairly well admitted that 
the refusal to recognize subdivisions of fields below a certain limit by the 
revenue department, or the withdrawal of the imwcrs of the courts to 
recognize such subdivisions would only result in pi-cventing the revenue 
records from being records of actual enjoyment^ and in the courts themselves 
not being placed in a position to settle disxnilcs as to possc.ssion and 
enjoyment.” Was not the same i)oint brovight out wlien the matter was 
discussed by the Board of Agriculture on a motion by Mr. Keatinge? 

A. — You arc up against tradition which has been going on for centurie.s. 

Q. — Mr. Sundaram Reddi quotes a lecture by the late Advocate- 
General in which ho said that the fir.st thing to bo done is to got rid of tho. 
Mitakshara .syslein and substitute for it a property law something similar 
to, but not identical with, tho Dayabhaga .system. 

A. — I see. 

. Percy Thomiyson. Q. You ■would not relieve uneconomic holdings 
which are too .small to suiix>ort a familj-? 

if land revenue so large a tax upon 
small Holdings that people would not be willing to accept a small piece 



Q- — The contrary has l)eon suggested to us, namely, that when the 
holdings are so small j-ou should exempt them from land’ reveniio. 

A. — I should take that to bo an Indian point of vieu': the European 
point of view would be the reverse, viz., tax it out of existence. 

The President. Q. — Then you go on to suggest a redistribution of 
revenue heads between the Provincial and Central Governments by giving 
agricultural income to the one and the income from all other sources to 
the other? 

A. — ^It is merely a suggestion : it has to be worked out very carefully. 
How is this division of revenue to take place: what is the classilication 
under which you will do it? 

Q- — ^You may have seen from our questionnaire the line of our work- 
ing. We have taken a proposal of Selignian’s to adopt a combination of 
three plans — separation of sources, uniform administration and division 
of proceeds. What we are trying to do is to apply these three plans to each 
tax to see which suits it best. Can you give us any help in this? 

A. — I am afraid not: I have not gone into the question of sources and 
distribution of revenue. 

Q. — ^Lot us go on to the succession tax which you recommend. In the 
case of the joint family, you propose to make the whole family responsible 
for the payment of the tax. So I take it that you would tax the family 
property with referenco to the shai’o of each? 

A. — ^If you have a piece of land, it must yield revenue to Governmout. 
The question as to who is to be held responsible for it has to be determined 
by the person or persons in whose name it is held. In Europe it is lield 
by an individual, in this country by a family. I would make the fajnily 
that enjoys the land I'esponsible for the payment of the duty. 

Sir Percy Thompson. Q. — ^IVould you make the death duties chargeable 
on the land? 

A. — That would be holding a threat over them. 

Q. — ^You do it in the case of land revenue; why not do it in the case 
of any other tax? 

A. — ^The idea 'is to get a tax out of the land. You may hold it 
as a threat so that the people who do not want to forfeit the land would 
pay the tax. But I think there would be a great deal of trouble. 

Q. — ^I was thinking of the ultimate recourse Government wotild have 
to : if they do not get it any other way, it must be from the land itself. 

A. — 1. suppose there would have to be a guarantee. 

Dr. Tlyder. — ^In connection with the taxation of land which passes 
by inheritance the following argument was raised. Government saj' that they 
ai-e the proprietors of the land, so that when the property i^asses at death, 
Government would come down and say, “You have to pay some kind of 
inheritance or succession tax.” Government is either the sole owner or 
a partner: to the extent that they are a partner, thej' have got to give 
relief to us. They cannot tax their own propertj'. 

The President. — ^The tax would only he levied on the beneficial interest. 
There is no Government share in issue in the levy of the death duty. 

Dr. Hyder. Q. — ^They say: “Either we are the owners of the land, or 
the Government is the owner. If the Government is the owner, then the 
land belongs to the Government. We pay the land revenue; wo cultivate 
the land and pay the land revenue. What v/e get is derived from our toil. 
We do not see the justice of this taxation.” 

A. That applies when the definition of land revenue is rent. But 

if it is a tax, what is their argument? 

Sir Percy Thompson. Q.— You say “There will not be much difficulty 
in connection with industrial inheritance”. Is it different from the inheri- 
tance of landed property, so long as it is the property of the joint family? 

^That is the point exactly. Industrial inheritance is not necessarily 

a joint-familj' concern. 

Q. — Supposing it was? 

4 , — In that case there won’t be much difference, 
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The President. Q. — reg.'irtl to "cotton excif.o tax, yon %vant to 
substitute it an income-tax on profits — a speciartax on profits. Would 
not that penalise tlio more efficient mills? 

A. — It ivould theoretically j hut is a capable business man going to 
cut cloAvn liis profits in business in order to escape a profits tax? Ilo is 
not going to limit his business simply to escape a profits tax, 

Q. — Ho can manipulate his accounts. 

A. — ^Ho may for the time being. 

Sir Percy Thom 2 non. Q. — The cotton excise tax is nothing akm to 
income-tax niid super-tax; because the idea of the cotton excise tax is that 
it Avill bo passed on to the comsumor by Avay of an increase in price. 

A. — There is a difTcronco of oi>inion on that. 

The President. Q. — If it is to bo a tax on profits, why should you tax 
jirofits from cotton mills more than any other jirofits? 

A. — That Avill apply to all indirstrial concerns. 

Q. — You subject it to the income-tax in the usual way? 

A. — ^But the point is, if a person can .shoiv that ho is not making 
lirofits, why should ho bo taxed? 

Q. — You say it really is a ])rofits tax. I understood you to suggest 
the substitution of profits tax for the jiresont tax; but they already jiar 
a tax on their profits. 

A. — Increase it to make up this difforenco of excise. 

Q. — ^l’'ou Avould put a special income-tax on this jiarticular industry? 

A. — That would apply to other indu.stries as ivoll. 

Q.— -What other industries do you apply it to? 

A. — Jute, for instaiioe. What I am trying to get at is this. You put 
an excise duty upon cotton with the idea of getting OA'crybody. It may 
bo that a man may bo starting the business and lias not established him- 
self sufficiently to niako a profit. Thou you will bo injuring his busincs.s 
by charging him the excise. Why not omit that excise tax? Allow 
him an opportunity to develop and succeed. When his success comes, then 
get liim through a profits tax. 

Sir Percy Thom 2 )son. Q. — You are not injuring his biisino.ss. Only ho 
will have to sell the cloth for 3i per cent moro than ho could if. there was 
no excise tax. If there is an excise tax it is intended to bo paid by the 
consumer. 

A, — Ho may not get the ivholo of the 3J 2 >pi‘ coni. 

The President, Q. — ^To como to your iiroposal to put a .special income- 
tax on cotton and jute mills, would not the result be simply to divert 
capital from tho.so industries to other industries? 

A. — T think not, unless it is a very excessive tax. 

Q. — Or possibly to reduce wages. 

A. — Again only if it is so heavy us to interfere with the business. 

Q.— Have you any precedent for such discrimination as between differ- 
ent btisine.sses? 

A.-^But there is an excise duty on cotton. There is a great deal of 
opposition on the principle : “Wliy tax a certain business before you know 
whotlier it is paying or not. Wait until they arc making profits and 
then tax them; get your tax from tho profits and not otherwise”. 

Q. — Then you suggest the abolition of tolls and the introduction of a 
vehicle tax in place of it. Ho you apply that both to tolls in the district 
as well as to tolls in tho toAvns? 

A. — Yes; in tho tosvns tlioy do not have tolls. 

Q- — They do not tax tho vehicles registered in tho town ; but they have 
a toll for a vehicle coming into tho town. Now if you abolish tho toil, how 
are you going to get at tho.vehiclo coming from outside tho town? 

A.^ — It has to bo Icoiit out and taxed. 

Q- — ^Thon you retain the toll-bar? 

point is that vehicles pljdng out of tho town would have to 
be taxed Avhon they seek to do bu.sinc.ss in the town. 
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Q. — A %'eliicle wliicli is kept outside and plies inside the town? 

A. — ^It AYOuId he paying the tax to the district board. 

Q. — You have got the municipality within a certain limit. All tho 
vehicles inside are registered. Now how are you going to deal with a 
vehicle coming from outside? How will 3 'ou deal with the through traffic? 
If a man with a motor car passes through tlie municipality once, has he 
to pay a year’s license? 

A. — Of cours^ a distinction has to be made. 

Q. — ^WTiat would you make him pay? 

A. — ^If it is a motor service, he will pay on the yearly basis. If 
a private man, a municipal tax. 

Q. — ^But how do you catch him without a toll gate? 

A. — ^Yesj tliere is a difficulty there. He will have to declare the use of 
his vehicle. 

Q. — ^Then there must be a toll gate.- 

A. — ^No; not necessarily. 

Sir Percy Thompson. Q. — Suppose I am making a trip to Mysore. 
Instead of imying a fee at the toll gate, if I have to go to the iminiciiml 
office and make a declaration, is it not' a bigger nuisance? 

A. — ^How do you do it in England? 

Q, — They have got a national fund formed out of the tax on motor 
cars. 

A. — Cannot something be done here like that? 

The President. Q. — In a municipalitj' you can manage the toll tax in 
respect of a vehicle. But when you get out into the district,’ the great 
bulk of the vehicles are farm cai’ts and a lot of farm carts would not use 
the metal led roads at all. 

A. — ^You can make exemptions in some cases. , It may be different for 
different purposes in different localities. Each vehicle will have ro be 
licensed according to its use. 

Q. — But how are you going to find it out unless you have got the toll 
gate? I think your alternative proposal will give infinitelj’ more trouble 
than the toll gate, objectionable as it is. 

A. — ^^Ye had that matter discussed in Madura. Mr. Foulkes proimsed 
to his district" board a suggestion for their consideration. In the first 
place, it was thought desirable to eliminate the tolls and substitute some- 
thing else. He found almost an universal opposition on the part of tho 
district board members to the abolition of tho toll gate. They did not 
want a change and thej- preferred tho present method. 

Sir Percy Thompson. Q. — Would you have a common authority which 
would be responsible for the maintenance of the roads? In England, tor 
instance, it is tho county coxmcil that is responsible for the maintenance 
of r.io roads. 

A. — ^That is what is done by tho district boards. They have the control 
of the roads. 

Q. — ^WHien j'ou get into the town you have the town looking after them. 
Can j'ou not combine the two authorities? 

A. — ^Yes; it might be much better. 

The President. Q. — ^IVould not that lead to all tho money going to 
tho main roads and tho village roads being neglected? Is it not a constant 
cry of tho inhabitants of the outlying parts of the district that no atten- 
tion is paid t-o the village roads though they pay land cess? 

A. — 1 do not see how you are going to remove the difficulty. If you 
have the district as the unit, things might improve. 

Q. — The idea is That, by decentralisation attention would be paid to 
the local areas. The taluk hoard, being in touch with the needs of tho 
particular villages, spends the money on the village roads and does not 
spend on the main roads which are useful onlj' for people using motor 
• cars. 

•A.— Yes. 

YJT.-29 
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ISth May 1925. 

OOTACAMXJim 

Present: 


Sir Chaelds Todhuntee, k.o.s.i., i.c.s., Frcsulcnt. 

Sir Bijay Ciia>'1) Mahtae, g.c.i.e., k.c.s.i., i.o.ai., Jlaharajadhiraia 
Bahadur of Burdwan. 

Sir Peecy TnoAirsox, ic.n.E., c.n. 

Dr. E. P. Paeanji'ye. 

Dr. L. K. HyueEj ji.l.a. 


Mr. P. HAWKIIfS, A.C.H., M.I.C.B,, Chief Engineer for Irrigation, 

Madras, was examined. 


V/ritten memorandum of Idr. Hawkins, 

Q. 13.— The reply depends upon the nature of the coniniercial or seini- 
GOitimercial undertakings. Those may bo classed as — 

(i) Vvhlk services— c.g., posts and telegraphs, irrigation, State-mvned 
h 5 'dro-oloctrical undertakings. 

(ii) State indvstrial vnchrtalcings—o.g., industries run by the Depart- 
ment of Industries. 

(iii) State commercial undertahings — o.g., forests exploitation. 

(iv) Minor vndertahings suhsidiary to the larger services — o.g., 
Government workshops. 

2. Undertakings in class (ii) are run not for public services hut for the 
purpose of encouraging the development of particular industries by pri- 
v.ato enterprise, and ns private enterpri.so is not likely to take up an under- 
taking -n'liich docs not offer a commercial return, ' a commercial return 
shbuld bo the objective. 

Class (iii) includes purely commercial undertakings, and a commercial 
return should bo the idtimate objective. 

Class (iv) includes undertakings run mcrelj’ for the services of the main 
services to ivhich they are subsidiary. They .should supply to the main 
service at cost price (i.e., ‘bare return’), should bo regarded not as water- 
tight compartments, but as integral portions of the main seiwico organiza- 
tion, and .should bo judged by the ordinary criteria of ofTicienc.v and economy, 
having regard to the financial interest of the State in the main undertaking. 
They should therefore aim at a ‘bare return’ on the capital invested, taking 
into account so far as possible savings effected in supply to the main under- 
taking at less than commercial market price. In this connection, I regard 
the objections to such undertakings occasionally init forward on the ground 
of unfair competition with private enterprise ns absolutely unjustified, and 
would meet them on the ground that the State is as fully just.fied in 
supplying to public services at cost price in the interests of the tax-payer ns, 
for instance, a large shipiiing concern is in underwriting its own risks in the 
interests of the shareholders instead of insuring outside. This has a bearing 
on the question, because such objections are based on the factor of supply 
at less than market rates. * 

3. Class (i) includes undertakings which are definitely and solely public 
services, even though of a semi-commercial nature. It is, I think, an 
accepted principle that public services should ho provided .at as nearly as 
possible cost price. In this class, therefore, the element of taxation^ appoai-s 
in any profits, made in excess of the ‘bare return’ on capital invested, 



including service of loan and ivorking expenses in so far as these profits 
are credited to the general revenues. If this view bo accepted, the issue 
then is, not whether the objective should be a ‘bare return’ or a ‘commercial 
return’, but whether public services of either class are suitable media of 
taxation. 

4. There is, so far as I know, no accepted principle which is opposed to 
the taxation of public service of these classes for the i)urpose of raising 
revenue. Such taxation is indirect, and of the so-called ‘voluntary’ class. 
All .these seiwices, however, contribute directly to the commercial and 
industrial development and prosperity of the country, and the economic 
limit to taxation is the jjoint at which this development would be adversely 
affected. Subject to these limits the ‘tax’ or charge in excess of the ‘bare 
return’, as in the case of any other form of taxation, shoiild be dictated 
by the financial requii-ements of the State. 

5. These principles may bo held to apply to irrigation and Government 
power undertakings (hydro-electric). In both cases Government develops 
natural resources to provide public services. 

The objective of irrigation is to provide and increase food supplies and- 
industrial crops. The object of a supply of power, so far as the State is 
concerned, is mainly industrial development. Both are public services, and 
the prices charged should be based on the ‘bare return’. Both are suitable 
media of taxation subject to the economic limit, but in the cases of new 
irrigation works and of power supply the economic limit of taxation is low. 
As regards irrigation, please sec my separate note on this. As regards 
liower, the first essential for industrial development is cheap power, and any 
considerable taxation would defeat the object in view. 

(J. lo. — ^As regards old works in this Presidency, e.g., the Godavari and 
ICistna delta sj'stoms, the water-rate proper, or the portion of assessment 
representing water-rate, may be taken as based on ‘bare return’ and there- 
fore correct on the average, but the taxation element is very low in view of 
existing economic conditions. The charges arc still based on the economic 
conditions of many years ago. The system is a compounded assessinent for 
registered wet lands and a water-i-ato for casual or unguaranteed irrigation. 
As regards new works, the ‘bare return’ is approaching the economic limit 
in this presidency (see my separate note on water-rates). 

As regards the S 3 -stoms suggested, I consider the correct system is the 
‘bare return’ (working expenses plus interest on capital) as the water-rate, 
and a taxation charge, recovered as an addition to land revenue. I am 
strongly in favour of charging by volume. Selling the water Jiy auction 
would bo impossible in this Presidency, and I fail to see how it could be 
done elsewliere as a general practice. 

Q. IG. — ^There can be no doubt that the State is entitled to tax the 
increase in values. 'This would bo a betterment tax, but the option might 
be given of compounding. Such compounding fees should be applied to the 
reduction of capitalization of the project. The objection to compounding 
taxation is the same as the objection to permanent settlement. It precludes 
the State from taking its legitimate share in the increased prosperity of the 
individual resulting fi'om improved economic conditions. 


Noxr, ox Watbii-iiates. 

Demi-ofRcial from V. R.wtAKnisnxA, Esq., Under Secretary to Government, 
Revenue Department, to P. Hawkixs. Esq., a.c.ii., k.i.c.e., Chief 
Engineer and Joint Secretary to Government, Public Works Depart- 
ment (Irrigation), dated the 8 tli April 1925, No. 1301 B/25-2. 

I am to enclose for your perusal a note on the principles for the levy 
of water-rates in the provinces of the Punjab, the Central Provinces and 
Bihar and Orissa received from the President of the Taxation Enquiry Com-' 
mittee and a note by the Chief Engineer of the United Provinces on tho 
irrigation sj-stem in force in that province. It is reported that the 
Committee have not so far found tliat the Government of any province have 
a defined policj- on the subject. I am to request 3-011 to go through the 
enclosed papers and to see whether you can help the Committee in arriving 
at a more definite policy on the subject. The Committee will stay in Madras 
from the 20th to 26th April 1925. 
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Enclosubes 


( 1 ) 

Note on the x>r{nciplcs for the levy of leater-raies. 


Tiio follo\ring principles emerge from the evidence of the witnesses: — 

Pnvjab . — That the irrigation enterprise should be treated as a whole, 
the profits on the more favourably situated schemes going to make good the 
loss of the others. 

2. That the rates should be uniform. 

3. That the supply of water should, roughly speaking, be so regulated 
that each man shoxild get enough for an average rotation of crops and 
no more. 

4. That the charge should vary with the crop in order — 

(a) to enable the rj’ot to pay most when he has most money, and 

(b) to take for the Government a share of special profits. 

5. That the rates should bo varied periodically with reference to i)rice3. 

Central PQ-ovinccs . — The irrigation worlvs are all protective and in good 
seasons croi^s can be grown witliout them. The x^rocedure followed is to 
secure agreements for a term of years from as many ryots as possiljle as a 
measure of insurance l)oth to the Government and the i-yot and charge 
them at a lower rate than the rj'ots who take water on demand. The 
supijly to the latter is not guaranteed. 

Bihar and Orissa . — The general tax-xja 3 'er should not paj' for a benefit 
to a favoured class until the charge for water to that class has been pushed 
up to the highest iioint passible short of causing the service to be refused. 


( 2 ) ■ 

Note on the system of irrigation in force in the United Provinces as 
compared tvith that in the adjoining provinces, by the Chief 
Engineer, Public Works Department, Irrigation Branch, 
United Provinces. 


Punjab . — ^The vast majority of the area irrigated in the Punjab lies in 
what is known as the canal colonies. Here the rainfall is only 10 to 12 
inches every year, and spring level is consequently so low that x)ractically no 
crop can be raised without the aid of canal water. Before the introduction 
of the canal the country was barren waste and Government took over the 
land from the few nomad tribes of graziers who inhabited the area. The 
land was then divided into squares, village-sites and roads fixed and canals 
designed to give irrigation to the whole of the area set aside for cultivation, 
generallj- 60 to 80 per cent of the total area of each village. The land is 
uniform, and it can be assumed that the crops given will be uniform, and 
therefore it is possible to give a certain size of outlet or module per unit 
of area. 


In this area the vast amount of the land is sown with wheat, little 
sugarcane is grown and rice is not soAvn at all. The onlj' before 

the irrigation officer is to see that each unit of area gets its fair share of 
water. To do this modules are used to a great extent, which prevent the 
energetic cultivator from stealing more than his fair share of water bj'' 
digging a deep channel below the outlet and thereby increasing the head. 

On the Western Jumna, Sirhind and older canals of the province, the 
system of irrigation is somewhat different owing to the fact that rainfall is 
greater and spring level is high and it would be impossible to give the saino 
intensity of irrigation without water-logging the country. The system is 
therefore practically the same as on the canals in the adjoining area in the 
United Provinces where Avell-irrigation to a large extent takes the place of 
canal-irrigation. This Avill be described later. 

Bihar and Orissa . — ^In Bihar and Orissa the sj'stem of irrigation is 
entirely different from that in the Punjab. Here great rivers like the Sone 
running off the rocky hills of Baghelkand and Cliota Nagpur give enormous 
discharges in the rains, the supply diminishing to a trickle at the end of 
the cold weather, there being no assured supplies for rabi and ample water 
during hharif. Bice is the great crop of the country and little attention 
is paid to others as far as irrigation is conceimed. Thus, over 80 per cent 



of tl\e total area irrigated each year is riiider rice, as against S per cent in 
the United Provinces. The country is divided into blocks for rice cultiva- 
tion and the canal officers enter into leases to give an assured supplj' to 
these blocks for 12, 7 or o years as the case may he. Water is also given on 
application for one year only, but then the rates are considerably higher. 

The canal officer’s chief duty is to see that ivator is not taken beyond 
the limits of each block, and if it is so taken, higher rates for this outside 
area are assessed accordingly. For the rest supplies during the rice season 
are ample, and ivater is given freely. The Sone canal system has 1,002 
miles of canal and the head discharge is 6,400 cusecs or 4 cusecs per mile, 
as compared ivith an average discharge of only 2 cusecs per mile on the canals 
in the United Provinces. 

Central Provinces. — Irrigation in the Central Provinces is in its infancy; 
the average area irrigated for the past five years has only been 427,000 
acres. Over 96 per cent of this area is rice irrigation, and so there is 
practically no other crop irrigated. 

The canals are nearly all fed from storage reservoirs and the country is 
somewhat similar to Bundelldiand, but there does not ajii^ear to be the same 
difficulty over the soil factor, which will be explained later in connection 
with storage works in these provinces. 

Irrigation is developing very slowly and Government is doing all in its 
power to demonstrate the value of canal ivater. The people are backward, 
belonging for most part to the aboriginal tribes of Central India. It was 
found that at ordinary irrigation rates the cultivators jiut off taking canal 
water till it ivas too late to supply all the water required in the time 
available. 

In order to induce people to take water freely, the irrigation rate has 
been reduced considerably for those who will agree to pay rates on the whole 
rice area which can be irrigated every year. In these agreement areas tho 
main conditions of agreement arc — 

(a) Villages under agreement pay for irrigation in all years whether 
water is required or not. 

(b) Payment is made by the occupiers of the whole rice area under 
command in so far as it is cultivated with rice. 

(c) In the event of crops of a certain standard not being obtained, 
Government grants remissions of water-rate in the area concerned, 

(d) Agreement areas get first claim on the water available, and no 
water is given elsewhere unless this cau be done without detriment to the 
area under agreement. 

Agreements are confined almost exclusively to rice; there are only two 
small areas where they are in force for rahi; rice cliahs do not vary from 
year to year and therefore leases and agreements are possible. All other 
irrigation changes with the rotation of crops; an owner may grow crops 
which need water one year and not the next, and so agreements are out of 
the question. 

People having entered into agreements take water freely and do not 
wait till the last moment when it is too late to save their crop. Government 
also gets an assured revenue every year, but this revenue is very low since 
agreement rates are generally about half the normal rates. 

United Provinces. — The irrigation problems in the United Provinces are 
much more varied than in any of the surrounding provinces. There are 
three distinct tracts, each differing entirely from others. To the north 
there is tho submontane tract of Eohilkhand where the rainfall varies from 
60 inches down to 35 inches a year and spring level is rarel 3 ’ more than 
10 feet below the ground. Here the canals are fed bj^ numerous small tarai 
streams and the supplies are very precarious. There are large rice chalcs as 
in Bihar interspersed with high lands on which rahi and sugarcane are 
grown. It is impossible to enter into long leases since supplies are pre- 
carious, but rice irrigation is done by chah as in Bihar. The people put 
in applications, and if they take water thej* pay for the whole dial:, since 
once the canal outlet is opened the water flows from field to field down the 
whole depression forming the chah, and it is impossible to say that one field has 
got canal water and not another. In tho rahi season the higher grounds in 
tliis area rarely require more than one watering to bring the crops to maturity. 
For this reason the irrigation rates are verj’ low in Roliilkhand. 
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'Then tlierc is the main tract of irrigation in the Gangcs-Jnnnm Doab, 
which conta.ns over 80 per cent ol the irrigation in tlio province.^, lacno 
the rainl'ali varies from 25 to 35 inches a j-car and the demand for water is 
keen. Every kind of crop is grown, principally wheat, cotton, sugarcane, 
rice and peas; each rociuires its own varying amount of water, and every- 
whore irrigation has to bo given sparingly, hccaubo spring level is fairly 
high and supplies are none too jilentifid. iJIanj' small don t/s which would 
have been glad of water liave had to ho omitted; the lemuinder i-? only 
given water ior about 35 to 4-5 per cent of the land actually under- 
command; the rest must get irrigation from wells or grow crops such as 
gram and ni'/mr which often do hot need irrigation at all. 


Irrigation rates in this main tract are higher than elsewhere. Tlie 
country is very rich, the demand for water keen and the people can well 
afford to pay. 

The connlrv is not uniform as in the canal eolonic.s of the Pnnjalj, and ho- 
forc the siKO of'outlct can he fixed, it is ncccssiny to consider the cla.ss of crop 
and the amount of existing well irrigation. It has been the practice in the 
past to fix a maximum percentage to ho irrigated from all .sources and 
deduct from this the percentage of existing welUirrigation which is likely 
to continue to he irrigated from wells, by reason of its distance from the 
canal or village water course, and canal water is then given for the re- 
mainder. The area to l)o irrigated by each canal outlet is thus settled, 
hut before the size of the outlet can he fixed, it is ncfc-sary to deiidc on 
future running of the channel. It has been found that when supplies are 
limited — as they almost always arc in the rctfii season — it is noi a sound 
policy to run short sui)plio3 in every channel; for thou there are ahsoriition 
losses in every mile. Main lines only are run constantly, while the distri- 
Initarios off these arc run with full discharge every second wook_. and thus 
losses arc reduced and there is moi’o water lor the cultivator. When there- 
fore the area to ho irrigated from any outlet has been settled, Uio size of 
outlet is fixed according to this area, Init in the ca’-c of labi irrigation it must 
also dcpenrl on whether (he ohaniicl will he run with a con.stant or altornnto 
discharge. On some of the older canals a.ll lhc;>o factons wore not taken into 
account, and some of the more itowcrfnl cultivaior.s wore uhio to establish 
a right to more than their fair share of water. ElFort.s have boon made for 
some time to rectify this state of affairs, but it is a difficult matter to 
withdraw canal water from any field cnee given for a certain nnmher of 
years, especially if it has been classed as ‘wef at the last soltlcmont and 
revenue asso-ssocl accordingly. 

Lastly, Uicro is the tract .south of the Jumna river in Bundclkhand. 
Hero the rainfall varies from 35 to -15 inchca. The country is often .stoop, 
and there are rocky hills in which the rivers and streams rise, and these rim 
enormous floods in the rain.s, hut quickly dwindle to nothing. Storage 
lakes are necessary overywhero for nso when tho river supplies give out. 

The soil factor comes in hero to a very groat oxloiit; there is little 
good inativcw and ccnsequontly there is very little rice sown. On the Balva 
canal last year only two acres of rice were irrigated against 50,000 acres of 
wheat generally nii.xcd with grain. In wot years the demand for water js 
never keen and even in ordinary yeans largo areas of tho retentive black 
cotton soils require no water. In dry yoai's, which arc very frequent, water 
runs off the steep slopes quickly, and it is extremely difficult to meet the 
demand with tho limited amount of water in tho reservoirs. The country 
has been ravaged by famines in the past before canals were introduced, 
and the people are poor and improvident, many of them belonging to the 
aboriginal tribes of Central India. It is impossible to charge liigh rates lierc, 
and Government does not attempt to do so since all irrigation works are 
looked upon as of a famine protcclivo nature. 

One of tho greatest difficulties in Bundclkhand is the distribution of 
water in dry years. There is generally little demand till tho rains fail in 
September, and then there is a sudden cry for water to save tlio hharif 
crop usually from those cultivators who never take canal water in ordinarv 
yea.rs. If all these were given water, tho reservoirs would often ho run dry 
and there would bo none loft for tho rahi customers. 


It has been the practice therefore to refuse water except when tlioro is 
any to spare, trusting that at least a fair share of the hharif will give a 
crop even if ^ducocL and so the water is stored for tho rahi. It used to bo 
the practice till 1920 to utilize, if necessary, tho whole of the storage avail- 
able, to sow as large an area as possible and gamble on tho winter rains. 
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If these came, the couiltry ■was saved; -otherwise there was disaster ■where 
there were light soils, though probably the retentive black soils once given 
a good soaking j'ielded a iair crop. This policy leads to many complaiiits 
from the cultivatoi’s of the light soils who are the regular customers for 
canal water in normal yeai's. Of late yeai’s, therefore, it has been tlie 
practice to hold up at least 40 per cent of the water stored and make sure 
of maturing as much as possible of the crop of these people who support 
the canals in the years of plent 3 ’. 

Except on a few of the now canals, irrigation is not so backward as in 
the Central Provinces, ‘and there seems no reason to introduce the agreement 
system since the people would onl 5 ' come under such a system if the rates 
were reduced considerably; and as in most of the canals the available 
water stored is utilized during the rahi season, any sj-stem which would 
reduce the rates would not be a paj'ing proposition. 

It is very different in the Central Provinces where Government has to 
do all in their power to induce the cultivators to take water for rice since 
they do not require it later for rahi. An interesting experiment was tried 
in one canal division to induce the people to take water for black cotton 
soil (Mar) during rains; for three 5 ’eai;s water was given free, hut the people 
did not avail themselves of this privilege, and the maximum area so irri- 
gated ill any one year was onl 3 ’ 5,000 acres. This shows how impossible it 
would bo to introduce the agreement S 3 ’stom for hharif in Bundelkhand. 
If the people want water they will pay full rates, if they do not want it 
the 3 " will not take it even if given free. 

It may he noted here that a contract system for selling water at outlet 
head, a lump sura being paid according to the size of outlet was tried for 
ten 3 ’eai‘S from 1862 to 1872 on the eastern Jumna canal, but it failed 
absolutelv, because the cultivators were unable to distribute the water fairly, 
nor could they agree among themselves as to the share which each should 
pay. 

The present S 3 'stem in force in the United Provinces is the result of long 
years of experience. Committees hare sat on one subject or another and 
experiments have been tried, hut always it has been found best to distribute 
the water available as fairl 3 ' as possible when the cultivatoi-s require it and 
only ask them to pa 3 ' on the ai-ea which actually gets water and not even 
then unless the crop is brought to maturity. 


Ifote "by the Chief Engineer for Irrigation, Madras. 

WATER-n.\TES. 

(See also my replies to the questionnaire.) 

1. (a) The laud revenue and water-rates should be separated. 

(b) The laud revenue only should be considered as representing the 
State’s share of the produce, i.e., as pure taxation ; all the factors which 
vary the produetivits' or value of the land — apart from the price of waksv 
for irrigation — should be asse.s.sed in fixing the rates per acre under this 
head. Such factors would bo classification of soil, availahilit 3 ’ of water- 
suppl 3 ' and class of source, etc. 

(c) The land revenue should he assessed under three heads : (i) Tho 
land tax proper — corresponding to tho ‘dr 3 ' rate,’ (ii) a surcharge assessed 
ou the basis of availability' of water and class of source, and (iii) in the 
case of iirotective works or lauds which take water only in unfavourable 
seasons, an 'insurance fee’. 

Items (ii) and (iii) would include what is now sometimes kno^am as a 
‘betterment fee’ and the ‘share of land revenue’, and should be credited to 
irj'igation funds. The whole of the taxation under (c) should be recoverable 
as arreai's of land revenue. 

(d) The ‘water-rate’ should be a i)riee for tho water, fixed b 3 ’’ tho 
cost of production. This would ho recoverable under agreement. A clause 
lias been included in the hladras Irrigation Bill making such agreements 
run with the land and binding on heirs and assigns. 

2. Under this system, even .supposing tho ryots declined to take the 
water when it was available, they would still have to pay a tax for tho 
facility offered, but such a contingency is unknown in this Presidency in 
cases where the soil is .suitable for wet cultivation. 
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3. The items tinder (c) in paragraph 1 are legitimate forms of taxation 
and can consistently be fixed in common with other forms of taxation. 
Item (d) however is the price of a commodity. Ordinarily, the position is 
that the commodity can he produced or made available at a coitain cost on 
which the price is based. I'he pr.ce i.s, in fact, determined by the cost of 
nrodnction, and if the consumer cannot or will not pay this price, the 
necessary works cannot ho constructed, and therefore he cannot have the 
water. It appears illogical and is also inconvenient to treat the price or a 
commodity, which is already automatically dotcrmined by the cost of pro- 
duction, as taxation, and therefore subject to arbitrary modification. 


4. To make the water-rates uniform, irrespective of tlio actual cost of 
the water, as suggested by the Punjab, would bo inconsistent with the 
above principle, but on a settlement or resettlement of land revonuo, the 
availability of a relatively cheap or expensive supply of water should be 
taken into account in assessing the surcharge — (c) (ii), paragraph 1. In 
other words, the tax claimed by the State should bo proportionately greater 
where the supply of water is cheap, and less lyhoro it is expensive. _ This 
is in accordance with the principle that taxation should bo 'proportionate 
to the net profits or taxable capacity, regarding the land revenue ns 
analogous to income-tax, or supposing the land rovciuio be regarded ns 
‘rent’, it is consistent to vary the ‘rent’ in aceordancG with the facilities 
offered. 


5. The Punjab proposes that the water-rate should vary (a) with the crop 
and (h) periodically with reference to prices. In accordance with the 
principles stated above, the water-rate should bo reduced oiilj’’ when the 
supply of water available is insufficient for the crop, i.e., when the contract 
is not fulfilled. If the need for remission arises from any other cause, the 
remission should properly be effected under the land revenue head (c) (i), 
liaragraph 1. 

Variations of water-rates with reference to prices would ho difficult 
to effect equitably, apart from being contrary to the foregoing jirinciples. 
Ordinarily, when the prices of jiroduce ri.so the cost of labour also rises. The 
proposal practically moans treating the watcr-mles on the lines of a tax 
on profits, or income-tax. If this factor were to bo taken into account, it 
should bo provided for under the land revenue head (c) (i), paragraph 1, 
or by introducing a fourth sub-head into the land revenue — paragraph 
1 (c) — which would bo practically an income-tax sub-head. I think there 
would bo considerable difficulty in carrying out the proposal, though it 
might bo equitable in principle. It is very desirable to avoid unnecessary 
complications. 


6. The Punjab suggests that irrigation .should be treated as a whole, 
profits on the more favourably situated schemes going to make good the 
loss on others, i.e., jmoling the proceeds, 'riiis would apparently involve 
the complete separation of- irrigation finance, as has been done in the 
case of railways; I should bo fully in favour of this arrangement. Tliis 
pooling system has very much to recommend it. With self-contained 
finances apart from general revenues, pooled ]>rofi{s, and a self-contained 
organization for the major irrigation works, wo should bo in a position to 
run the concern on business lines and administer irrigation finance in the 
way suggested by the Punjab. This would mean tlmt wo could devote a 
portion of onr not profits direct to the .service of loans for now irrigation 
works. The fact that we are making, say, 16 per cent on one project, 
as not at present held to justify^ the construction of another project which 
will barely cover the service of tho loan. In the financial year 1923-24, 
the net return on ‘productive’ works, after deducting anaintenanco and 
working expenses including establi.shnient, and interest on loans, was 10 52 
per cent. The corresponding figure for ‘jn-oductive’ and ‘non-producthm’ 
works together was 5.91 per cent, but the profits are credited to tho 
general revenues and eimry new project has financially to justifv itself in- 
denendently. In this Presidency the cheaper sources of supplv'hnve been 
exhausted and future works of any importance must be storage 'works, some 
ol them protective wprks, and as irrigation receives altogether iiiadeniiate 
credit on account of indirect receipts, it will not bo easy to justify some 
?L pnn ^ filiancial basis. But under the system proposed by 

credited to tU b Interpreted it correctly, the profits which would bo 
^ ^ irrigation ‘pool’ would have to be deducted from tho 

geneial revenues, and if general revenues could not afford to finance new 
works unde: le present system they could not afford this deduction 



233 


7. The Punjab proposes that the rates should be uniform. This again 
practically means a pooling of costs, the cheaper works in effect pajnng 
part of the cost of the more expensive ones. Assuming that this ■^oulcl 
apply only to the actual water-rate [see paragraph _l (d)] there would be 
many advantages, but in any case it could not possibly apply to the older 
works; e.g., treating the major works as* a single concern, it would perhaps 
bo fair to increase the water-rates in the Godavari and Kistna deltas and 
reduce the Es. 15 rate fixed for the recently sanctioned Cauvery-Mettur 
Project, but the general opposition to such a scheme would, I think, bo 
too strong. 

8. The Central Provinces deals with protective works. This class of 
work will be of great importance in this Presidency in the iminediate future, 
since two out of the five large projects in view are of this type. The 
sj'stem in view in this Presidency, as in the Central Provinces, is that of 
agreements,' but whereas in the Central Provinces the agreements^ are for 
a term of years, in this Presidency they will be, under the provisions of 
the Madras Irrigation Bill (see .section 58), in perpetuity. 

9. I agree with the Central Provinces principle that ryots who make 
a contract should pay less than ryots who take water only on demand. 
I consider however that in the case of all projects all cultivable lands which 
are coimnanded and included in the ayaciit should pay the full assessed 
taxes under all three sections of the land revenue head — ^paragraph 1 (c) — 
whether they take water or not. The principle of compulsory payment of 
rates or taxes in rertirn for amenities rendered available to the cpmmunity 
by the local authorities oi- by the State is an established principle ^ of 
taxation, and I fail to see why it should not be applied to irrigation 
facilities. The charge for water — i>aragraph 1 (d) — should then be re- 
covered from those who use the water, either under agreement or on demand. 
In cases where ‘demand’ supply is not guaranteed, the ‘insurance rate| — 
section (iii) of the land revenue head, paragraph 1 (c) — should not be levied 
but the water-rate should be higher, as in the Central Provinces. The 
landowners should also be encouraged to compound part of the water-rate 
by payment of a lump sum per aci'e which would be credited to the- capital 
account of the project. 

10. The note bj' the Chief Engineer for Irrigation, United Provinces, 
deals with a number of irrigation details. I am not sure to what extent 
information of this kind is required by the Taxation Enquiry Committee; 
so I am not giving details of this kind. With regard to distribution and 
methods of charging for water, there is, however, one point which I regard 
as of great importance — the principle of pajonent on measurement of water 
instead of per acre. This has been considered on one or two occasions in 
this Presidency — not veiy seriously perhaps, on account of the difficulties 
which would have to be surmounted. _ I am personally convinced that this 
is tho ideal system. I am not pessimistic as to tlie difficulties in the way — 
they are mainly factor^ which at present impose difficulties in connection 
with certain other administrative refoimis. I do not suggest that the change 
could bo effected at once in existing irrigation systems, though I consider 
the systeni could be started under new projects. In any case, the acceptance 
of a principle as an objective is half way to practical accomplisliment. 

11. In theoi-j’, payment for water is even now by quantity. The charge 
is levied at a fixed sum per acre. The supply is calculated at a certain duty, 
so on the average the charge is for so much water per acre. The dis- 
advantage of the present system is that there is no inducement to economy 
in the use of the water, and owing to extravagant use the supply provided 
is much more than is required. Each user takes as much as ho can get; 
those more favourably situated in the upper reaches of canals and channels 
take too much and those lower down frequently suffer. The excess water has 
to be removed by expensive drains. The soil becomes water-logged and tho 
deleterious effect of this on the soil is cumulative. 

12. In the conditions obtaining in this Presidency, the question of 
economy of water is of predominating importance. The cheaper sources 
of siipply are practically exhausted. The much larger sources still available 
involve expensive storage works. The Godavari and Kistna direct-flow 
systems can supply water at Es. 5 per acre and pay a return of 17 and 16 
per cent. The Cauvery-Mettur Storage Project with a water-rate of Es 1.5 
per acre will only just cover the service of the loan. Yet, we have iarge 
areas available for extensions of irrigation by direct flow at small cort 
but pnnot extend because existing irrigation is working at duties as low 
as 20 acres per cusec instead of 70. In the case of existing irrigation' it is 
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extrenielv difficult at present to ofFcct eitlier a conipulsory or voluntary 
reduction of the supply to improve the duties. The only fact wlvicli im- 
nresses the ryot is that he pays the same and gets less water. Undei the 
new Irrigation Bill it will probably he impossible to improve duties with 
the present system in operation. This waste of water involves a very 
serious loss of revenue which escapes notice, only because unfortunately it 
does not appear in the accounts. It also causes a serious reduction in 
outjnit of crops as eomiiared with the po.ssihilities. 


13. The outstanding difficulty in the way of sale of water by inoasure- 
meiit is the difficulty in getting the rj-ots to co-operate and ivork together, 
and lack of co-operation is effective because of the subdivision of the land 
into small holdings, each of which has to be supplied separately. The 
resulting multiplication of small pipe .sluices is an added cause of extra- 
vagance and difficulty. An incidental difficulty is the haphazard and 
irregular arrangoineiit ol the holdings as compared, for in.stanco, with the 
Piinjal) canal colonies, where the designers wore unfettered by exi.sting 
conditions. 


A second difficulty is inherent in the .sj'stem of continuous flow. Under 
this system it is in iiractico much more difficult to maintain a uniform 
supply at certain seasons. (This difficulty is less apparent under a storage 
system.) The .system was introduced some years ago in_ the Godavari and 
ICistna deltas, mainl}' with a view to render the supplies more automatic 
and less dependent upon the subordinate staff, bnt T doubt whether tho 
change has made any marked difference in that i-espect, and I do not consider 
It either economical or efficient. In practice it has nndoubtedl 3 ' proved 
unsatisfactor.y. 

, Tho third difficulty which has been put forward is tho cost of suitalde 
modules and the loss of head involved in the use of a modulo. 


14. As a moans of ultimately reaching the ideal of payment for water by 
measurement, I would adopt tho following scheme as a tentative and 
intermediate .stage: — 

(«) Select suitable areas for tho experiment. 

(b) Group the holdings under a .suitable distributary. 

(c) Allow through tho di.stributary head sluice a ‘normal’ dischargs 
at a veiy high duty. 

For this supply a ‘normal’ water-rate per acre would bo charged, this rate 
being considerably below the average in adjoining areas. Water in addition 
to the ‘normal’ supply wotdd bo given on application. All excess water so 
supplied would be chai-ged extra at say, three times the- ‘normal’ rate per 
cusec (based on the ‘jioi-mal’ duty'). This extra charge would bo di.stributed 
over tho ai/actit on an acerago basis. The alternative metliod, which would 
possibly appeal more to the ryot, would l)o to fix the ‘normal’ duty 
somewhat low, with a relatively high water-rate, and^llow a rebate on water 
saved instead of a surcharge on extra water used. The third method which 
would probably' be tho best would be a combination of the first two, fixing 
a suitable duty and allowing a rebate on savings and making a surcharge 
on excess. 

15. This system would require supervision by reliable staff and should be 
tried in the fir.st instance in suitable areas ns an experiment, preferably 
under a new project sudi as the Caiivery-hlottur. The staff should assist 
in the distribution amongst the ryots concerned, aided by' the Agricultural 
Department. It would bo necessai'y’ to explain the system clearly to tho 
ryots, and the publication of successful results would tend to popularize 
the system. As a result of personal inquiries, T liolieve a system of this 
kind would be favourably received by the ryots and that it would tend to 
encourage co-operation. I can find no insuperable difficulty in applying this 
system, and it could be developed gradually into a comiffete sy.stem of 
payment on measurement. 


Mr. Hawkins gave oral evidence as follows:— 

The President. Q. — You are the Chief Engineer for Irrigation? 
A. — ^Yes. 

Q- ^You are also in charge of the hvdro-electric survey? 

A — Yoo 



Dr. Hyder. Q. — You divide the commercial or &emi-coinmercial under- 
takings into four classes, and yon are specially intei'ested in item No. ( 1 ) 
which includes posts and telegraphs, irrigation and State-owned hydro- 
electric undertakings. You have given a very clear statement, but I should 
like to ask you a preliminary question. You say. “All these services, 
Iiowever, contribute directly to the commercial and industrial development 
and prosperity of the country, and the economic limit to taxation is the 
point at which this development would be advei-sely affected. Subject to 
these limits, the ‘tax’ or charge in excess of the ‘bare return’ as in the 
case of any other form of taxatioii, .should be dictated by the financial 
requirements of the State’’. "Why don’t you apply the same iiriiiciple to 
irrigation ? 

A.— I do. 

Q. — ^You would not charge these items under item ( 1 ). But you would 
charge the bare cost of water? 

A. — would charge the bare cost of water as water-rate and then I would 
treat what I call taxation separately altogether. 

Q. — ^That is why I ask you, when you apply one prijiciple to these 
industrial . development schemes, what is the reason for your excluding 
irrigation ' from it? You subject lands which 3'ou irrigate to taxation. 
You would not do that with regard to industrial schemes. Why? 

A. — ^In the case of agriculture, if we regard this as an industry it is 
the industry which is taxed iu the form of land revenue. I would vary 
the ‘tax’ with the facilities, one of which is the supply of water for irriga- 
tion. I would not, however, impose a direct tax on the suppl.y of water. 
The taxation side of irrigation I ti-eat as part of land revenue. 
Similarly in the case of a Government supply of power the industry which 
it serves pa3’s income-tax on pi-ofits. Tlie source of i-evenize would be in- 
creased b3' the development of industry resulting from a supply of cheap 
power. I do not see any advantage in taxing the power separately and 
thus in effect izutting up the price of the power and discouraging its use. 

Q . — ^1 quite agree with you that the first requisite is cheap power. That 
means you are giving a subsidy to the undertakings if you sujiply power 
at- the cost price. Why don’t 3’ou appis' the same principle to irrigation? 

Dr. Faranjiyye. Q. — You charge for water at the cost price and you 
take a share of the profits in the land revenue. In the case of power 
the same principle would be followed b3' charging it at co.st price qdus a 
tax on the profits made by the industrial concerns? 

A. — ^You mean profits made by' the user of the power. That is what 
I mean. The tax on xzrofit is recovered in the ordinaiy form of income-tax. 

Q. — If Government gives cheap power to industrial undertakings, the 
Government might make it a condition that any' profits made over and above 
a particular percentage will be shared by the Government. 

A. — think that is done even now. Does it not come under a separate 
head in the income-tax returns? 

Q. — No. When a concern uses the cheap power. Government might 
say' 6 per cent will go to the commercial undertaking and the remaining 
profit will be shared by both of us. 

A. — I think it is a very difficult thing to do. 

- The President. Q. — ^You are drawing a distinction between the big 
profits made under irrigation and the small profits under indiistrial concerns. 
Supposing they' are both the same .making the same profit, will you still 
draw a distinction? 

A. — do not draw any distinction in principle. 

Q.— What you are doing in eacli case is that ymu are charging for the 
commodity at its bare cost. _ After that you leave it in one case to the 
operation of land revenue and in the other to the oiieration of the income-tax. 

A. — ^Yes, ^ ■ 

Sir Percy Thompson, Q. — ^i\ly difficulty is this. I do not tliink irrigation 
and power are the same thing. For this reason, that anybody' can take the 
power, and in that case you do not select the beneficiaries. But in the case 
of irrigation, you have to select the beneficiaries. If you let a man have 
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the water at the cost j)ri(;o, you are giving linn a big increment, hut yott 
are going to take only the bare cost of water. I do not quite see wiiy 
these selected people should get off with the hare cost of water. 

A.— Ill all cases we should charge the bare cost of water, hut what 
I would call the taxation side, that is to .say, the .share of the produce, .should 
bo kept altogether separate, ft can bo fixed on a taxation basis. In the 
case of power and water alike, only those who are within reach of it 
and whoso particular industrial pursuits enable them to use it can take 
advantage of it. 

Vr. Uyder. Q. — Why don’t you charge your water-rate on the principle 
of what the trallic would bear? 

A. — Take a concrete example. We have just started the IMottur project. 
Wo have based the water-rates upon the actual cost of the water. There 
has been a good deal of discussion over this iiiatlor. Wo have had to 
push the rates up to Its. 15 an acre. There is another place where the 
local people want to have irrigation very badly. There ire worked out a 
scheme, and wo have come to the coiichision that we cannot do it for 
anything loss than Its. 28 an acre. 

Q. — You say the pcojile arc willing to ])aj- Its. 35 an acre? 

A.— Yes. 

Q. — Then it seems to me- that It-.. 15 is nearer the correct' water-rate? 

A. — Yes. i am all in favour of ])ushing up the water-rates where they 
are low. I have always considerod that the water-rates under the Kistiia 
and Godavari .schemes arc absurdly low. But where .such an increase 
over the actual cost of the water is iiiadc, it becomes taxation, and should 
be dealt with under land revenue. 

Q. — Sir Percy Thompson has jii.st now said that in the cn.so of jiowor 
anybody could take it but in the ease of irrigation, it is used only by some 
people. Don’t you think the real fact of the matter is this. The nuinbor 
of people who take water is much greater than the peojilo who would 
take any power that you supply. If you give cheap power to the people 
you will be boiiofiting only few people who can afford to take the power, 
but if you give water at the cost price, surely, you will bo conferring a 
benefit on many iiooplc from whom you take money. In the case of power, 
the benefit will be only for a few ])copIo, but in the case of irrigation the 
benefit will extend to the largo majority of the people. 

A. — I do uot think I can accept thi.s .statement. 1 am taking a much 
wider view in this case, that is, promoting the prosperity .of the country 
as a whole. 

Q. — Considering that land is your first asset, don’t you think that the 
benefits of your irrigation schomo would be enjoyed by greater number of 
people — almost all of whom arc poor — than the b’enefits of your jiower scheino 
which would be enjoyed only by very few jieople who would be relatively 
smaller in number than the agriculturists? 

A. — I would not accept the theoiw that the power would benefit only a 
very few people. I think in the long run it would benefit a very large 
number of people. By the supply of -power, you will have increase of employ- 
ment and you will have increased prosperity due to the improvement of 
industrial concerns. 


Q.— I will ask you if the figures under the agricultural employment will 
be Jess, grejiter or equal to the increase in tJic indiistrinl eniplovinent, 
considering tlie fact that tlic land ivill always remain as an asset in this 
Presidency. 

. , I agree entirely with you that agriculture will remain the staple 
nuhistry. 

Q- ^May f refer you to your note on waier-ratos. You sav, *‘A second 
difhciilty IS inherent in the sy.stcm of continuous flow. Under this svstom 
it IS 111 practice mucli more difficult to maiiitain a uniform .siipplv at certain 
seasons’. Ion mean continuous flow from a river or a canal? " 

A. — ^I mean a canal. 


it not much more difficult to get a continuous flow of water under 
caiiaJs than in the case of rivers? 

+ *1 .^''hieh all tlio irrigation eiigiiioors agree. 

■n L +1 — ° Js 1” favour of continuous flow of water, and' 

the other is in favour of turns. 
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Q. — ^Theu you would like llic introduction of the Bystein of giving w&tfei 
by volume? 

A.. — ^Yes, I am very strongly in favour of it. 

Q. — ^Wliat practical suggestion would you like to make in this 
connection ? 

A. — 1 would try to select suitable areas for experiments. 

Q. — Then there are two difficulties, that is, lioldings ai'o scattered aud 
that they are too many. To whom would you give this water, to the 
people of certain villages or areas? 

A. — ^AVe shall have to introduce the system with great caution. Our 
aim should be to get the co-operation of the people as far as possible. No 
doubt it is a very difficult problem. 

Q. — ^AVould you entrust it to panchayats? 

A. — Certainly, if we have good panchayats, 1. would give it to them. 

Q. — I understand you have in this Presidency panchayats much more 
developed than elsewhere, so there %von’t be any difficulty. 

A. — should not say the panchas’at system has been an outstanding 
success so far, but I think we could try these panchayats for co-operative 
distribution. 

The President. Q. — T think you are speaking of water-rates panchayats. 

A. — ^Yes, I am speaking of irrigation panchayats. 

Dr. Paranjpijc. Q. — Have you got any tank panchayats as they have 
in Mysore? 

A. — don’t tliink wo have them hero. 

Q. — Do j’ou think it would be successful? 

A. — ^Yes, I thiuk it might be successful. I have already proiiosed 
these panchayats in some cases. 

Dr. Jhjdcr, Q. — ^AVherc you have tanks, could you not introduce this 
measure ? 

A. — do not know whether it is possible in all the places. I have not 
considered this matter from the point of view of tank irrigation generally, 
but I have considered only from the point of view of channel irrigation. 

The President. — ^You have actually a provision in the Irrigation Bill 
for both tlie panchayats and unions. 

Dr. Ryder. Q. — I should like to refer you to the Q. 16. Y^ou say: 
“There can be no doubt that the State is entitled to tax the inci-ease in 
values. This would be a betterment tax, but the option might be given of 
compounding. Such compounding fees should be applied to the reduction 
of capitalization of the project”. The iioint that occurs to my mind is this. 
There would be these charges for the ryots to iiay. First, there would be 
the water-rate which would corresiJond according to your view to the bare 
cost of supplying water; then you will have land revenue, and on the top 
of the land revenue you will have a surcharge which will vai’y according 
to the reliability of the water. Siuely when you have made allowances for 
these thing.s, do you think there wotild be much left for the man to pay any 
tax on the increase in values? 

A. — 1 am afi’aid this is a point which I have not made clear enough, 
ily whole idea is that we should charge for water in’actically at the cost price. 
But one fact may be urged again.st this, that in some cases of prospective 
new irrigation we have nearb’^ .reached the economic limit in this Presidenc 3 ". 
Thei-efoi-e what I meant was this, that we require a great deal of extension 
of irrigation to-day. Wo have a number of projects in view. We find our- 
selves in the position • that we cannot make the water available except at 
very high prices. IMj’ whole meaning was that we should charge for the 
actual cost of water, simply because, if we charge more, it would go bej’ond 
the economic limit of the people. We should, therefore, charge what the 
water costs. Well then, it in an.y particular case the cost of water is 
bolow_ the economic limit, it is open to the State to impose any further 
taxation. In one place, the water costs Rs. 15 and therefore we would 
charge Es. 15. In another place, it costs only Rs. 5 and therefore we 
would charge Rs. 5. But it is open to the State to increase the taxation 
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cheaper There is another reason for that view which 1 would press 
stron"-ly It appears to me most inconvenient and most illogical to treat 
the price of irrigation water as a tax. Supposing, for instance, in one 
case the water costs, sav, Rs. 15, to my mind it would be foolish to say 
that it should he supplied at Rs. 10. Then supposing we can supply 
water for Rs. 10 and the Legislatii^e Council says it slioiild be supplied 
only at Rs. 15, it is equally illogical. My whole conception is that these 
public services should be at cost price. It does not matter if it is electric 
power or anything else. It .should be supplied at cost price. But it is 
open to the State to tax the industries, agriculture or others, which profit 
by the service. 

Q__You would not like the State to make any profits out of these? 

A —To my mind it is quite legitimate, but it should he under the 
taxation head. 

Q. — To the ryot it matter^ very little one way or the other. 

A. — It simplifies the matter. I have discussed this question with many 
meiubers of the Legislative Council and they all seemed to agree with mo. 
The monieut we take this view, it clarifies many doubts. 

Q. — there many insecure areas in your Presidency that are subject to 
famine? 

A. — Oh yes, very many of them. 

Q. — In such casesj don’t j'ou think that it is the duty of the State to 
supply water in the interests of the general good of the couhtry? 

A. — Yes, I quite agree with that view. 

Q. — ^Was that not the idea with which the irrigation schemes were 
originally started ? ' 

A. — ^Yes. 

Q. — My implication is this. The State should take a larger view, 
because it will be seen that the economic life of the people in this Presidency 
is not very secure. You should, therefore, agree that the duty of the 
State is to construct these canals and make the life of the people more 
secure. 

A. — Certainly. 

Q. — Even if it costs more, you will advocate this policy? 

A. — Yes, but there are limits to this. For instance, we are now 
dealing with one such scheme. I have been endeavouring to work up 
a project in the Ceded districts. I have taken up the Tungabadra storage 
project. The estimate now works out to about S3 crores, which renders 
it in the form originally proposed financially impossible. If that project 
were undertaken, it would involve an annual loss of revenue of 73 lakhs 
of rupees. That means the State will have to contribute from the general 
revenues. 


Q. — You say the capital co.sL is'23 crorcs, and you estimate a deficit of 
73 laldis of rupees every year? 

A. — ^Yes. By this the State woidd have to find 73 lakhs of rupees at the 
cost of the general tax-payer. 

Q. — ^Don’t you admit that the general tax-payer in the Madras Presidency 
is the agriculturist, who forms 70 per cent of the population? 

The President. — 70 per cent, not of the pojjulation, but of people who 
paj' taxation. 


JJr. Hyder, Q. — I mean the whole people. 

■^•“That I cannot say. I .should like to .see the statistics before I can 
reply to this question. 

4 - Q‘ ^Bon’t 3 ’ou think that the Tungabadra project would 

at least benefit 5 per cent of the people of this Presidency? 

I cannot give j'ou any proportion. 


nu possible. It follows the Italian model. That would be 

ultimatelj possible, and I don’t see any reason why it should not bo successful 
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hut WG will have to work up to that. The whole difficulty is to make the 
system workable. We must have the co-operation of the people concerned. 

If there are large holdings it would be easy, but if you have sub-division 
of lioldings, it will be very difficult. 

Dr. Hycler. Q. — Could you do this in the zamindari areas? 

A. — think you could make a start. The main advantage is economy in 
the use of water. If water costs Es. 25 an acre, we must train our people 
to be economical. I can imagine no better way than to let them pay for the 
actual w’ater rrsed. 

The Presiclenf. Q. — ^If you sell it to the zamindar, he will sell it at a 
profit to the ryot? 

A. — Possibly he would. 

Q. — That is not a thing that has been provided for in the Irrigation Bill. 

A. — No, it is a point to be considered. 

Dr. Faranjpye. Q. — But there are tenancy laws in zamindari areas and 
you can applj’ those laws presumably to the charge for water. 

A. — ^Possibly. 

Dr. Hydcr. Q. — ^You would have the zamindar merely as an intermediary 
to collect the water-rates, but they will be actually realized with the help 
of the harnam and other j-evenue officials. 

A. — The zamindars are entitled to water. 

The President. Q. — You would find that certain number of people claim ■* 
a title to irrigation within a certain lump area and that the total of their 
titles is more than the total of the lump area. If A is excluded, he sues and 
gels a decree; then the zamindar excludes B, Avho sues and gets a decree 
and so on. 

A.— Yes. 

Dr. Kyder. Q. — I am quite ignorant of the conditions in Madras, but 
aren’t your ryots waking up and becoming aware of how much they have 
to pay? 

The President. — The trouble is this; Y'ou have an area of 100 acres 
and ryots who claim rights to irrigation, the total of which amounts to 
110 acres. The zamindar excludes A wlio has 10 acres, because the area 
you have is 100 acres only. A sues and gets a decree for irrigation. 

Dr. Ifyder. — They would^ get tired of going to the law courts and 
ultimately they_ would come to an agreement since the zamindars’ interests 
and the ryots’ interests are bound up. 

A. — I don’t see any signs of that taking place. As I say, the system 
would be tentative. We shall have to advance slowly and carefully. 

The President. Q. — ^Does the Irrigation Act deal with mamul wet? 

A. — Yes, but it was cut about in Council. 

"Sir Percy Thompson. Q. — As I luiderstand it, your scheme for charging 
water-rates is to put on a charge which will cover the bare cost of construction 
and maintenance. 

A. — ^Yes, with a slight margin for fluctuations. 

Q. — ^Then you would allow the State by means of its taxing machinery to 
get anything else out of the beneficiary in accordance with the benefit that 
he gets? 

A.— Yes. 

Q. — That may be the best scheme ijossible, but does it not involve this 
difficulty? Suppose under one scheme you can make a profit on water if you 
charge a water-rate of Es. 5, under another you cannot make it unless you 
charge a water-rate of Es. 15. In order to equalize the charge between the 
two sets of peoiole, won’t the State by means of its taxing machinery have to 
take the whole Es. 10 for itself? 

A. — I should think so probably. You will have to pool the taxation. 

Q. — ^Don’t you get the same resxilt by a short-cut if right from the begin- 
ning instead of Es. 5 you charge Es. 15 all round, the Es. 15 being determined 
by what people generally would be willing to pay for the benefit of water? 
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A —One difficulty wliicli would be unavoidable in this is tluit there is an 
element of income-tax in it. If one man lias very good land and near to 
fnSets. etc., he has very great facilities ancl the supply of water he gets is 
Si more to him than to another man. Yoii must allocate your taxation 
accordingly. In effect it is done now in fixing land revenue. At present the 
cla=s of soil, the nearness of water source and other conditions are taken into 
account. Otherwise you would not be allowing any margin for fluctuation of 
amenities. 


Br. Paranjpye. Q.— You don’t accept the principle of equality suggested 
by Sir Percy Thompson ? 

A. — It comes to that. 


Sir Percy Thompson. Q.—l am going to presume that two blocks of land 
are represented by A and B, both equal in point of facilities for market and 
that both benefit to the same extent if you could put water on them. You 
could put water on land A at Es. 5 and on land B at Es. 15, and the 
people on A are perfectly willing to paj' Es. 15, if required. But you only 
charge them Es. 5. You say you would leave the rates to be squared up by 
the State tax madiiuery? 

A.— Yes. 

Q. — In order to do that, you would have to charge block A Es. 10 more 
than the other, and 1 can’t quite see the machinery by which you can get this 
Es. 10. tVhy should you not take the short-cnt of charging Es. 15 as water- 
rate ? 

A. — If you do that, 3 'ou would first of all have to assess the actual cost of 
water for the project and then assess the amenities, i.e., the nature of the 
so-'l and so forth. It would be more difficult to do this. There is the Caiivei-j- 
Mettur project where the water costs Es. 15 and there is the Godavari and 
Kistna deltas where we can supply water for Es. 5. What machinerj' is 
there by which the water-rates could be raised fiuni Es. 5 to Es. 15? 


The President . — ^That could be done under a Government notification. 
I think Government have power to raise the water-rates b 3 ' notification. 

Q. — Aren’t you in an extraordinarily illogical position in charging one 
man Es. 5 and another Es. 15 in exactli’ the same kind of area and for 
exactly the same water? 

A. — I should submit that it is not illogjcah We are charging the price 
for the commodity. 

Q. — ^IWiat do 3 'ou mean by price? 

A. — The actual cost of water to Government. 


Q. — ^IVhen you purchase a hat, you don’t pay exactly what it costs the 
man, but you pay its cost phis profit. 

A . — 1 am coming back to the principle of the State service. 

Q. — What is the objection to the State making a profit? 

A. — I have discussed these things with a good many members of the 
Legislative Council and I have found that the moment 3 mu say that the' 
State is making a profit, they raise an objection. Generally, there is a 
feeling of objection to the State making profits. 

Q. — Isn’t that the very thing modern States are aiming at? I will read 
to you an extract from a jiassage about the hydro-electric schemes in foreign 
countiies; “In Sweden the revenue from the business undertakings of the 
State has developed quite as markedly as the public revenue as a whole. 
In 191.3 the capital invested amounted to 1,020 millions kroners or more 
than two-thirds of the funded State debt: the yield was more than 57 
millions against a total debt charge of 23 millions.” That is modern State 
socialism. 

A.— It all depends upon which method is accepted. It is partly a theory 
and partly practice. 

Sir Percy Thompson. Q.—l am not thinking of the political difficulties 
at the present moment. 

A. — ^To a certain extent, I am. 
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Dr. Paranjjyyfi - — T'he equality of the two ijieces of land suggested by 
Sir Percy Thompson does not hold good in all respects. One is more favour- 
ably situated in regard to availability for being irrigated, and the other 
is not. 

The President. Q. — ^Isn’t that so in the case of new land under Mettur? 

A. — ^Yes. In the Godavari, for instance, the water costs less: there 
is a natural facility for irrigation. In Mettur it costs more because the 
water has to be stored. 

Dr. Hyder. Q. — ^Let us keep out the political difficulties and come to the 
theoretical difficulties. There can be no theoretical limit as to what the 
tenant can afford to pay. Should the State try to fix the value of the 
water, the people who take it would say that the State is unconscionable 
like a monopolist, but at any rate ns regards the cost of production of water, 
it is quite definitely known. 

A. — ^That is my idea. 

Q. — ^But there is no definiteness about what the water is valued at, 

A. — It is a question of assessing taxable capacity. 

The President. Q. — You have liad very considerable experience in the 
Government of India? 

A.— Yes. 

Q. — Do different provinces agree in their method of assessing what the 
water costs? 

A. — I think so, on the whole. They do not all follow the same system 
in the levs' of water-rates. 

Q. — As regards the method of calculating land revenue due to irrigation, 
so far as we have seen, every iirovince has a different formula and most of 
theui are incomprehensible to a degree. 

A. — ^They are very varying. 

Q. — So that you have no uniform system of ascertaining the return? 

A.— No. 

Q. — It is very doubtful if any of the methods are correct. 

A, — ^Probably, 

Q. — ^The duty for water which you get in different provinces and even 
for the same works in one province is totally different? 

A.— Yes. 

Q. — So when j'ou talk about what water costs per acre, you talk about 
a very indefinite thing. 

A. — ^Yes, about a very variable thing. 

Q. — So far from these facts being absolutely definite and final, all of them 
are extremely variable, viz., the quantity of water and therefore its* cost, the 
return of land revenue due to irrigation and therefore, the amount you have 
to recover. 

A. — ^I should say that the cost of water i)er acre varies with the nature 
of the produce and cost of the Avorks. 

Q. — What about the duty? 

A. — The cost of the water per acre of land varies with the duty. 

Q. — ^There is variation even in the actual matter of calculating the costs, 
in the matter of overhead charges and in the matter of the chai-ge for works 
existing befoi-e a particular irrigation rvork was constructed.’ 

A. — To a small extent. 

Q. — ^But in estimating what your new scheme is returning to you, you 
harm to put up an imaginary figure of Avhat 3'ou Avould have had to pay? 

A. — ^Yes, the cost of repair of old works. 

Q. — So that it is a series of guesses. 

A. — At the same time, you ultimatelj' arrive at a figure which would be 
the cost to the exchequer of the project. 

711-31 
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Q. — As regards the method of assessing, you have one method, the Chief 
Engineer of the United Provinces a second, that of the Punjab, a third, and 
tliat of Burma, a fourth. 

A. — ^As regards assessing the cost, the method is practically the same 
in all cases in the Presidency, but it varies to a certain extent -where old 
irrigation works exist. 

Q. — To arrive at your water-rate, you deduct the credit on account of 
land revenue due to irrigation from the cost of the scheme and then j'ou 
say that the scheme paj's the diffei'enco? 

A.— Yes. 

Sir Percy Thompson. — Suppose your scheme costs Ps. 1,00,000, you 
want Bs. 5 per cent on that, i.e., Rs. 5,000. Yonr maintenance is Rs. 5,000: 
you have a definite figure of Rs. 10,000. If you have to irrigate 10,000 acres 
of land, there is no question of transferring anything from land revenue. 
The amount you recover would cover your cost of construction antT mainten- 
ance. 

The President. — The amount you have to recover is arrived at I)y 
deducting fi’om Rs. 10,000 land revenue duo to irrigation. 

Q. — You also would have a further effect due to the old works? 

A.— Yes. 

Q. — You don’t get anything like the dutj’ which you ought to get in this 
province ? 

A. — Not in many parts. 

The Maharajadhiraja Bahadvr of Burdwan. Q. — On page 231 in your 
note regarding water-rates you say that land revenue and water-rates should 
he separated. At present when a person pays land revenue, I utidci-stand 
that water-rate is included in it. 

A. — In some cases it is a combined assessment. 

Q. — ^Your idea is that, land revenue, being a form of tax, should he taxed 
separately, and water-i-ate should be charged as payment for a commodity? 

A. — ^Yes. 

Q. — Then you say on page 233, “The Central Provinces deals with 
protective works. I’his class of worlc will bo of great importance in 
this Presidency in the immediate future, since two out of tlio five large 
projects in view are of this typo.” In the case of a protective work, it 
is perfectly clear that in some cases you will not be able to make it productive. 

A. — ^Yes. 

Q. — In other words, the State would liave to pay for that work, hecauso 
it is a protective work and not a productive work. 

A.— Yes. 

Q. — For instance, you may have a channel, not only for irrigation from 
which you can, so to speak, get a return by water-rates, hut you may have 
it as a soi’t of protective work, so that the overflow of water during the rainy 
season may not flood the country. 

A. — No, here it applies more to protection from famine. 

Q. — ^Whatever kind of protective work you may have, it would not he so 
easy to get back your outlay of expenditure as it would be in the case of a 
productive work, where you can put on a water-rate. 

A. — Flood protective works are charged to the capital account of the 
project. What we call protective works are Avorks which are for protection 
from famine, and the return is looked for in the protection afforded. 

Q. — You say that “this class of AA'ork will be of great importance in this 
Presidency in the immediate future, since two out of the five large projects 
in view are of this type.” Which works do you refer to? 

A. — ^I was referring to one in the Ceded Districts, the Tungabhadra, and 
the other to a i^roject in the Coimbatore district. 

Q. — ^In how many years do you think the Coimbatore px’oject would bring 
in some profit to you? 

A. — ^In three years. 
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Q. — ^riieii you go on to say that "I agree u-itli the Central Provinces 
principle that ryots who make a contract should pay less than the i-ymts 
who take water only on demand.” We had a witness in Madras — a Govern- 
ment official — ^Avho told us that in certain zamindaris you charge water-rate 
at a lower rate than you charge from your own direct tenants. When you 
speak of rj’ots who take water only on demand, I take it that 5 ’ou have in 
view zamindari ryots avIio may be taking water on demand. 

A. — ^No. I think you are referring to cases where a zamindar has a 
definite prescrii^tive right to certain water. 

Q. — Supposing you have a particular channel and that channel has been, 
constructed by the Government mainly for the benefit of its ryots in the 
tojiiporai'ily-settlod areas. >Suppose that this channel passes through a 
permanently-settled area as well. Suppose 1 happen to be a zamindar in 
that area, and there is a tenant under me who takes water. Then do 
you charge him at the same rate as you charge the ryot in your tempo- 
rarily-settled area ? 

The Fresideni. Q. — ^Your rate in the zamiudarii is water-rate j but in a 
teiniiorarily-settled area you have the consolidated wet rate? 

A. — ^Yes. 

Q. — ^And the consolidated wot rate may be raised from time to time and 
it may amount to more than the rate in'a zamindari area? 

A.— Yes. 

The Maharajadhiraja Bahadur of Burdwan. Q. — Supposing the consoli- 
dated wet rate amounted to more than the water-rate, when you take all 
the factors that go up to make up the consolidated rate into account, would 
the watei-rate in the temporarily-settled area be the same as the rate 
in the zamindari area? 

The President. Q. — ^Actually the water-rate has not been altered for the 
last 50 years. The consolidated rate is being varied every 30 years, so that 
it cannot be the same. 

A. — ^Yes; but the variation takes place on the land revenue side and not 
on the water-rate side, as the cost of the water has not altered materiall 3 \ 

Q. — ^The consolidated water-rate is theoretically half of the net return 
or the return of land plus water; and if this is increased, the share of the 
water increases as well as the share of the land. 

A. — Theoretically it may be assumed so. 

The Maharajadhiraja Bahadur of Burdwan. Q. — Apart from the theory, 
in actual practice do j’ou find that the water-rate in the temporarily- 
settled area is the same as that in a zamindari area? 

A. — ^Under the consolidated system, the demarcation between water- 
rate, pure and simple, and land revenue is somewhat ill-defined. It is 
difficult to split them up in some cases. The cost of water would be 
the same. 

Q. — Supposing you had a channel where 5 'ou only introduced the water- 
rate and you gave the benefit of that water-rate to your tenants in the 
teinporarilj^-settled areas and in that area you find also there are tracts 
which are permanenulj' settled and the zamindar or his tenant wanted water, 
would you make that water-rate unifoiun both for your temporarily-settled 
ryot as well as the zamindari ryot? 

A. — Yes. Suppose ^mu have a protective project, irrigating mainly the 
dry crop. If- the ryot irrigates wet crop, he takes water in everj" season. 
In the case of drs' iiwigation the lyot will take the water onlj-^ when there 
is necessitj'. In a good year he won’t take the water, .so that the return 
is varying. So the man who is afforded protection, i.e., a facility to 
take -water when he wants, should pay something for the protection as an 
insurance fee. 

Q. — ^In other words, the man for whom you really start these protective 
works should pay at a rate which is different from the rate which another 
man paj's? 

A. — ^No, that is not the point. Supposing a man chooses to make a 
contract to j>ay so nuich per j'car. Then he would 'p^iJ' ^gss than a man 
who takes water onlj- when requii’ed. 
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0 —Supposing A says “I pay Bs. 50 for taking so muck water and I 
will pav the amount whether 1 take the water or not.” You say you 
would charge him at a’ lesser rate than the man who will take on demand? 

A.— Yes. 

Q. ^But regarding the other principle, I take it that your idea would 

be that where an irrigation channel passes through a particular tract, 
Avhaterer class of tenants take the water, the rate ivould be uniform. 

A. — Personally, I would charge the same. 

The President. Q. — ^There is a general agreement that the charge for 
water is too low, and a very general acceptance of the proposition that it 
is proper for the Government to take a share of the increased value of land 
resulting from a guaranteed supply of ivater newly given, preferably in the 
shape oi a terminable annuity. 

A. — ^Yes. 

Q. — ^And how should that be taken? 

A. — In the form of taxation j or 1 .should give the option ol com- 
liounding. 

Q. — ^That would be terminable? 

A. — 1 should encourage the pajunent of a capital sum. 

Q. — In the case of protective works, it is generally inevitable that the 
State should not receive a full return. But there is no reason why a 
special class of cultivators should make profit at the expense of the general 
tax-payer, and therefore the rate should be kept as high as possible without 
dificouraging the use of water; and you actually have some protective works 
that could pay more? 

A. — By ‘rate’ you mean both the land revenue part and the water-rate? 

Q. — The payment for water, in whatever shape it is. 

A. — ^Yes. 

Q. — In the case of productive works, the theoretical minimum charge 
is the cost of maintenance plus interest on capital cost? 

A. — ^Yes. 

Q. — ^Aud the theoretical maximum, the whole difference between the 
profit on an irrigated crop and that on an unirrigated crop. That is, the 
maximum that the State could take is the whole of the increased profit 
that a man gets on account of irrigation. Suppose a man is having a dry 
crop; you give him water and thus increase the produce. You let him take 
the same profit as before and you take the balance. 

Sir Percy Thompson. Q. — ^IMay I give you an example? Supposing you 
have some dry land on which a profit of Bs. 100 can be made from growing 
dry crops. The Government puts water on it and you make a profit of 
Bs. 150 by growing a wet crop. The theoretical maximum is that the 
State can take the increase of Bs. 50 leaving him in the same position as 
before; so that he gets no benefit from the water and is not damnified 
from it. 

A. — In those circumstances no one would take the water. 

The President. Q. — The theoretical minimum is the minimum that does 
not damnify the State, and the theoretical maximum is that which would 
not damnify the cultivator. 

A. — I would not like to subscribe to that myself. 

Q. — ^n^ould you give us an alternative maximum? 

A. It is vei'y difficult to fix it. Taking my own view that you charge 
the cost of water, the taxation element is fixed bj^ the ordinary economic 
principle, viz., the reciuirements of the State and the taxable capacity 
of the people. 

Q. — The theoretical maximum in the case of income-tax is what would 
iBave til© niaii eiiougli for subsistonc©. But nobody bas evor dreamt of 
taking that maximum. 

Sir Percy Thompson. Q.— The theoretical minimum in the case of irri- 
gation IS that ivlncb ivoxild^ cover the cost of construction and maintenance 
and no more. The theoretical maximum is what I have stated. 
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A. — ^Yesj it may be the tbeoretical maximum j'ou couM take. 

The President. Q. — the land revenue n-ere really equal to half the 
net ijroduce, the plan of making a joint charge for land and vater on 
settlement principles would afford an appropriate middle course? 

A. — Yes. 

Q. — ^But the increasing moderation of the land revenue settlement and 
the proposed limitation on increases makes it imi)ossible to proceed on these 
lines since the increased yield would in some cases not even paj' the cost 
of maintenance and interest on caj>ital cost. 

A. — ^Yes. 

Q. — ^An alternative plan is to fix the charge for water for homogeneous 
areas at a rate determined with reference to the amount which the least 
favourably situated cultivator is ready and willing to paj*. 

A. — That is an alternative. 

Q. — ^This would involve separating the charge for water from that for 
the land and maldug the former part of the cost of culti%'ation. 

A.— Yes. 

Q. — ^The laud revenue would then bo a proportion of the yield aiTived 
at on settlement principles after deducting the cost of water in addition to 
the other cost of cultivation. 

. A.— Yes. 

Q. — I'lie rate so arrived at would vary with the roliabilit5’ of the source 
and the nature of the crop groum. 

A. — ^Yesj that fits in with what I have stated. 

Q. — You accept this as a general summary of the discussion? 

A.— Yes. 

Sir Percy Thompson. Q. — ^You say that the charge for water for 
homogeneous areas should be fixed at a rate determined with reference to 
the amount which the least favourably situated cultivator is ready and 
willing to pay. But I thought what you would do is to fix it by reference 
to what it costs to the State to supply the water. 

A. — prefer that method. 

The President. Q. — ^You have given us instances of the rcductio ad ahsur- 
dum at which you have arrived : that is, your most favourably situated areas 
are paying less water-rates, and as you go to the less favouraldy situated 
ai-eas the cost of the supply is increased aiid j^ou will have to charge 
more. As between different projects, your present sitriation is that the 
more it costs you to supply the water, the more you are going to charge? 

A. — ^Yes. The more it costs, the more is the charge for water. 

Q. — ^But the actual effect on the land is the same? 

A. — ^Yes. 

Q. — ^Practically your new areas are paying a nuicli higher rate than the 
areas under the Godavari and Kistna? 

A. — ^Yes, imder the system of water-rate. 

Q. — Do you think it is logical? 

A. — ^That is why I want to make it up by taxation. 

Q. — ^\S’'ould you carry that to the extreme? Take an extreme case of a 
piece of laud that gets water by floods. Hou’ are you going to charge it? 
Are you going to charge nothing for it? 

A. — ^Nothing as water-rate, but charge under the land revenue head. 

Q. — ^Practically you would have a general scheme of taxation to which 
you would add the cost of the works? 

A. — Yes, where the water is used. 

Q. — ^May I go on to the hydro-electric schemes? You have a very big 
Eclieme in contemplation at present? 

A.— Yes. 
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Q. What is the plan by -svhich it is proposed to work it? Is it purely 

as a Government undertaking, or do you give concession to a company or 
combine both? 

A. — ^It is not yet settled. The present intention is to work it as a Govern- 
ment measui'e. 

Q. — ^What do you think of the scheme in Sweden? There the capital 
invested is 1,020 million kroners and they get an yield of 57 millions against 
a debt charge of 23 millions. 

A. — I apply exactly the same principles there. 1 would cliarge the 
cost of supply and look foi- a return to increased income-tax and other 
revenues resulting from increased prosperity. 

Q. — How would you apply that, for instance, in Sweden whore they have 
the monopoly of the whole undertaking right down to the supply to the 
householder? How arc you going to divide the rate into the cost of supply 
and tax? Would it not be better to take a single rate? 

A. — The ease of the detailed supply to the consumer is not in contempla- 
tion at present. It is proposed to sell power in bulk. 

Q. — If you take the cost of supply and tax separately, would not they 
both vary from year to year? The cost of maintenance may go up in one 
year. 

A. — There might be a variation in the cost of running. 

Q. — You would vary those two parts from year to year according to the 
circumstances ? 

A. — I Avould vary the rate for domestic. supplj', just as a gas comijany 
increases its rates when the cost of production of gas goes up. 

Q. — But it does not split it up into the cost of producing the gas and 
the profit. 

A. — But the variation would not be under the taxatiton liead except by 
modification of taxation. Your variation would come under the cost of the 
commodity. Suppose the wages went up. "Wliatever taxation you levy, it 
would be based on your principles of taxation. 

Br. Faranjinjo. Q. — Don’t you apply this principle to post ofBces? If 
the cost of running the post office rises, you increase the postal rates. 

A. — That is what I mean. You could have a slight margin of profit, not 
strictly speaking profits, but a margin to allow for fluctuations. 

Br. Ilyder. Q. — ^You have read the note submitted by the United Pro- 
vinces Chief Engineer, where it is said, the Government found themselves 
compelled to have a formula for basing their irrigation rates, that is, they 
would vary their irrigation rates from time to time according to prices. 

A. — ^The prices of the crops would not affect the cost of water, because 
the cost bf water is fixed. 

The President. Q. — You would vary the tax portion with reference to 
prices ? 

A. — ^Yes, to a certain extent, but on a resettlement. 

* * r 


Mr. H. G. STOKES, C.I. E., I.C.S., Acting First Member, 
Board of Bevenne, and Commissionej* of Excise, 
Madras, was next examined> 


Written memoranditm of Mr. Stokes. 

Q. 23. — ^I am only concerned with the question so far as it relates to 
liquor. I agree generally with the statement; but it must be noted that 
though liquor may, to a certain extent, bo considered as a luxury for the 
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higher classes, it cannot bo considered so in the case of the lower classes such 
as the coolie population. A moderate consumption of liquor is considered by 
them more as a necessity. The correct principle would be that drink should 
be ,so taxed as to minimize consumption and not entirely prevent it as such 
a step will inevitably load to a large increase of illicit practices. 

Q. 25. — So far as excise revenue is concerned, it is not possible to 
differentiate clearly between classes “who by religion or custom are prohi- 
bited from taking intoxicants” and others. Religious prohibition does not 
imply in jjractice entire abstention. 

Q. 50. — ^To a certain extent such a graduation is possible in the case 
of imported liquor, the customs import tariff, for instance, classes cham- 
pagne by itself for purposes of assessing duty. But the graduation can 
only be a rough one into broad grades of classes, because the ‘value’ of 
stich articles as choice wines or liquors depends, to a great extent, in 
countries whore the standard of living or of luxury is high enough to give 
rise to an appreciable demand on such imponderable factors as fashion or 
taste. In this country I question whether any useful purpose would be 
served by attempting a more particular graduation; the class whicli con- 
sumes these articles is very limited both in numbers and in wealth. So 
far as such articles subject to duty of excise ni‘e concerned, I do not 
consider that the conditions in this country are such as to render such 
a ‘graduation’ practical. No one, .so far, has thought of laying down a 
cellar of ‘choice old arrack’ nor is there such a tiling as ‘vintage todds'.’ 
The taxation is and can only be based (in the case of liquors other than 
toddy and beer) on the alcoholic strength. 

Q. 61. — It would bo a rash undertaking under resent conditions to 
lii-oiihesj'^ what may happen iii the near future regarding prohibition or 
local option or any other public question. It may be admitted that among 
the ‘intelligent’ and political classes there exists an element which is hona 
fide devoted to temperance, and which advocates either total prohibition or 
a wide measure of local option as a preliminary step thereto; in alliance 
with this section of Indian opinion is to be found the missionai*y influence, 
which undoubtedlj' proceeds from sincere conviction. There- has been a 
further, and probablj’ a more numerous, section which adopts the cause of 
‘temperance’ as a convenient ground of attack upon the Government and 
the jfinistors with the ulterior object of embarrassing them by clamour and 
by attacking one of the principal sources of the revenues at their disposal. 
These tactics achieved in 1921 and 1922 a considerable measure of success; 
in 1921 the Government lost about Rs. 80 lakhs of revenue largely as tho 
result of the anti-drink agitation, carried on for a time by the most lawless 
methods of intimidation both of renters or intending renters and of consumers 
of liquor. The attacks on the excise policy of the Government have pro- 
ceeded, and t(? a gi-eat extent still proceed upon the ground of the growth 
of the revenue from liquor and Ignore the fact that consumption under all 
or most of tho heads has been either stationary or has exhibited of recent 
years a tendency to decline; they ignore also the fact that prohibition under 
existing conditions is not a matter of practical politics. I append on this 
aspect of the matter an extract of paragraphs 57 and 58 of my report on 
the Excise Administration for 1920-21, written in September of that year. 
In a note written about the same time I_ observed “I do not think that much 
is to be gained . . . from a disciission of, tho theoretical arguments on 

the subject; nor do I think that western experience is of paramount value 
as a guide . . The fact is that each country m\ist work out tho 

problem for itself. In this Presidency we aro confronted with two cardinal 
facts; (1) that nature has provided almost in every field and village tho 
means of indulging the desire for a alcoholic stimulant with the minimum of 
trouble; (2) that, possibly as tlio result of these conditions, the greater part 
of the population notwithstanding the precepts of religion do not abstain 
from alcohol. The statement that this habit was introduced by the British 
is one of those falsehoods which are the stock-in-trade of seditious agita- 
tors, and no candid critic will, I think, maintain it. 

Tho point has been examined at length by the Bombay Excise Com- 
mittee in Chapter II of their report, which abundantly establishes the 
falsity of the chai'ge. 

Given these conditions, it is surely obvious that what is needed is a 
change of conviction in the minds of the masses, and tjiis can only come as 
the slow result of the spread of education and of habits of greater foresight 
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and thrift, assisted and stimulated no doubt hj’ social work among the mass- 
es. Outside the efforts of nii.ssion societies and of temj)erance societies in 
a few of the larger 'towns, such effort lias, I think, been on the whole con- 
spicuously absent. The progress must inevitably be slow, hut in proportion 
as it rests upon real conviction, it will be sure. When that conviction is 
shared by the majority or even bj' a large proportion of the classes^ affected, 
local option or even xirohibition will be possible and will work. "Without it, 
it is impossible, I consider, to expect success. On the contrary, an unwise 
reduction of the taxed and licit supply will merely impair the effect of the 
steady pressure of taxation oper.ating to check consumption a,nd the control 
which the Government at jiresent can exercise. Under existing conditions, 
you cannot legislate people into abstinence by the votes of 5 per cent minor- 
ities, any more than in the long run you can bully them into abstinence 
by riding people on donkeys, by covering old women’s faces with dung, or 
by the other methods of lawless intimidation which have characterised the 
recent ‘temperance movement.’ Even the imposition of caste penalties 
without real conviction will, as experience has shown, prove of only tem- 
porary effect. 

During the three j'ears that have elapsed since the above was_ wi-itten, 
the use of violent methods has subsided, though it has not entirely dis- 
appeared. In other respects the conditions are unchanged. The natural 
facilities for obtaining alcoholic stimulant are as widespread as ever and, 
broadly speaking, the propensity of the lower classes to indulge is not 
diminished. Nor is it now an 3 ' easier than it was three j^ears ago to suggest 
any system of prohibition or local option based upon the votes of the classes 
affected which will ensure that their real wishes are ascertained. These 
difficulties may, perhaps will, disappear with the social and political uplift 
of the masses. Under the existing conditions, I consider that prohibition 
would be impossible to enforce, and would be detrimental not onlj^ to the 
interests of Government but to the advancement of true temperance. It 
is satisfactory to note that there ai’e signs that general opinion is tending 
towards a somewhat saner attitude, and is more disposed to contemplate 
what is practicable than what is ideall.y desirable. A recent temperance 
meeting in Madras was not content with passing Utopian resolutions, but 
actually appointed committees to evolve schemes for alternative sources of 
revenue ; and in a _ recent full-dress debate on the excise policy of the 
Government the Legislative Council approved by an overwhelming" majority 
the Ministerial policy of ‘festhw lenfe\ 

In Appendix II to the reply to this question is given a summary of 
the steps taken to discourage drinking and to limit temptation. Most of 
the measures taken directlj' with the object of promoting temperance or 
abstinence are in an experimental stage, and their results cannot yet be 
judged. As regards others — such as the reduction in the number of shops — 
it maj’^ be doubted whether the results have not been rather ' to stimulate 
excise crime than to promote abstinence; this result has followed aiyilogous 
measures in other provinces and is one of those foreseen by most people who 
are familiar with the practical working of the ahhari administration. 

Q. 62. — I do not advocate total prohibition, and I have not considered 
possible alternative sources of revenue. 

Q. 63 (a) and (b ). — ^Accepted in principle. 

(c) . — I would accept the propositions here stated so far as 
intoxicants are concerned. To lay down, however, that the only import- 
ant indirect taxes which should be retained are those on intoxicants or 
tobacco, is too sweeping. The question whether taxation should be direct 
or indirect has to be decided not merely with reference to theoretical 
considerations, but to the habits, ways of thought and preferences of the 
people taxed ; in this countiy, for instance, direct taxation is largely' 
resented ; indirect taxation so long as it is not excessive is paid without 
difficulty. 

(d) .— Yes. 

. (<^)- — believe so. It is for example a fact that, broadlj' speak- 

ing, the consumption of liquor (arrack and toddy) and consequentlj' the 
revenue from vend rentals tends to such a degree to rise or fall in S5'mpathy 
with the prosperity or adversity of the agricultural classes, that these 
fluctuations^ serve as a very fair index of the state of the season, present 
or prospective. 
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Q. 65. — So far as this Presidency is concerned, there are now practically 
only two rates of duty j)er iiroof gallon, viz., Its. 10-10-0 in the Godavari, 
Kistna, Guntur, Nelloro and Madras districts and the Saidapet taluk of the 
Ghingleput district and Rs. 8-7-0 in the other areas. There are specially 
low rates in certain small areas owing to local conditions, viz., the Agency 
tracts of the Circars, and the enclaves in His Exalted Highness the Nizam’s 
dominions and round the French territory of Pondicherry. In the agencies, 
the rate has to he low in order to make liquor available at a comparatively 
small price; else illicit distillation will become rampant. In the other two 
cases, the low price is due to the price of liquor being low in the surround- 
ing or adjoining territory. 

As regards uniformity of rate, the following table illustrates the position 
now and during the last about 12 years: — 


Sate of duty per proof gallon. 


Area districts. 

1913-14. 

1918- 19 
and 

1919- 20. 

1920- 21 
and 

1921- 22. 

1922- 23 
and 

1923- 24, 

J 

From 
let April 
1926. 


ns. A. 

V. 

EB. 

. A. 

P. 

EB. 

A.. 

P. 

ES. 

A. 

P, 

ns. A. 

P, 

Ganiam, Vizagapatam 

4 6 

0 

6 

11 

8 

6 

14 

0 

8 

7 

0 

8 7 

0 

Godavari, Guntur, Kistnaand 

6 10 

0 

8 

1 

3 

8 

7 

0 

10 10 

0 

10 10 

0 

Nellore. 














Ceded districts . . 

5 10 

0 

8 

1 

3 

8 

7 

0 

8 

7 

0 

8 7 

0 

iladras Town Circle . . 

8 2 

0 

10 

12 

4 

10 10 

0 

10 

10 

0 

11 2 

3 

Chiltoor, North Arcot and 
Coimbatore. 

6 14 

0 

8 

1 

3 

8 

7 

0 

8 

7 

0 

8 7 

0 

Best of Ghingleput (excluding 

6 14 

0 

8 

1 

8 

8 

7 

0 

8 

'T 

0 

8 13 

6 

Saidapet taluk), South Arcot, 
Tanjore, Triohinopoly, 

Madura, Ramnad, Tinnevelly 
and the Nilgiris. 









1 





Malabar 

4 6 

0 

8 

1 

3 

8 

7 

0 

8 

7 

0 

8 7 

0 

South Kanara 

4 6 

0 

6 11 

8 

8 

7 

0 

8 

7 

0 

8 7 

0 

Loio dv.ty areas. 














Managala and Lingagiri 

1 14 

0 

3 

5 10 

3 

7 

0 

5 

0 

0 

6 0 

0 

Pondicherry frontier shops of 

2 8 

0 

3 

12 

0 

*6 

0 

0 

6 

4 

0 

6 4 

0 

South Arcot district. 















» Es. 6-4-0 in 1921-22. 


It will be noticed from the rates shown under 1922-23 above, that uni- 
formity is being borne in mind. The larger number of rates shown in 1925- 
26 is due to the fact that the strength has been j^i'oposed to be reduced 
from 35° u.p. to 38° u.p. in nine districts and the issue price per bulk 
gallon has been fixed the same for 38° u.p. liquor as it is for 35° u.p. liquor; 
when the strength is gradually redriced in the other parts of the Presidency 
also, uniformity will again be reached. 

It is practicable and perhaps desirable to reduce the variety of rates 
as it would isrevent low duty liquor being smuggled into high duty areas, 
but I would strongly deprecate any laying do-wn of a hard-and-fast rule on 
the subject. Local conditions have a considerable bearing on the question 
of fixing duty. The aim is to fix the duty at the highest possible figure 
short of stimulating illicit practices. Further, the nature of the country 
and the propensities of the population are not uniform. Many facts arise 
wlien the question of fixing diity is considered, and though uniformity is 
on general grounds desirable, I do not regard it as essential. 

VII- 32 
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Q. 66. — 1 boliovc so. The figui’es of illicit distillation, etc., cases and 
toddy cases reported since 1913-14 are: — 

Tear. I.D. cases. Toddy eases. 


1913 - 14 

1914 - 16 
1916-16 

1916 - 17 

1917 - 18 

1918 - 19 

1919 - 20 

1920 - 21 

1921 - 22 

1922 - 23 

1923 - 24 


1,060 6,071 

1,197 4,983 

1,024 4,776 

1,190 4,416 

1,028 4,633 

1,696 4,741 

1,716 6,204 

1,408 5,191 

1,430 6,619 

2,001 6.623 

2,123 6.427 


Other changes introduced during this period may also have contributed 
to an increase in crime (as to these see Appendix II to Q. 61), but increase 
in duty has probably contributed. 

Country spirits . — ^The general rate of duty was Rs. 5-10-0 and Rs. 6-14-0 
per proof gallon in 1913-14. This was raised by 10 annas in 1915-16 and 
1917-18. In 1918-19, the general rate in the Presidency was raised to 
Rs. 8-1-3 and in 1920-21 to Rs. 8-7-0. In 1922-23 and 1923-24 the rate in 
four districts was further raised from Rs. 8-7-0 to Rs. 10-10-0 per proof 
gallon. 

Tree-tax . — ^Taking the rate for cocoanut, it varied from Rs. 2-4-0 to 
Rs. 3-12-0 in 1913-14; from Rs. 3 to Rs. 3-12-0 in 1915-16; in 1918-19 the 
rate was raised to Rs. 4-8-0 in 18 districts, and in 1921-22 from Rs. 4-8-0 
to Rs. 5-10-0 in four districts. The present rate is Rs. 3-12-0 in two dis- 
tricts; Rs. 4-8-0 in 18 districts and Rs. 5-10-0 in four districts. 

Q. 67. — Till 1st April 1924, locally-made imitations of foreign liquor 
were taxed at the tariff rate. From that date the duty has been reduced 
to Rs. 17-8-0 per proof gallon, in order to enable it to compete successfully 
with the cheap varieties of German, Java, etc.,' foreign liquor. - I consider 
that provinces should have freedom to levy any rate of duty they like on 
locally-made liquor as local circumstances require. Loejillj’-made imitations 
of imported liquor do now enjoy the same freedo’',\h' ove* restrictions as the 
imported articles, except in the case of cocoau ly arrack, wh'ich is 

specially so treated because it may otherwi _ ipete with ordinai-y 
arrack. on is 

Q. 68. — ^In theory, I see no objection to the of such duties. I be- 
lieve now only the Bombay Government levy sut^ duty. I doubt, how- 

ever, whether it would be expedient to do so in t?®’y]’residency. The tariff 
rate of Rs. 21-14-0 per proof gallon is already sufficiently high. The lower- 
ing of the rate of duty on locally-made foreign liquor has operated to 
check the consumption of the cheaper and more deleterious kinds of foreign 
liquor imported. 

Q. 69. — ^The detailed arrangements have been recently under disciission 
with the Central Government. The following suggestions have been put 
forward bj' this department. 

Following the princilile that duty should follow consumption, the duty 
to be charged should be that in force in the province of consumption, and 
not that in force in the province of production. The following procedure 
has been suggested for recovering duty by the province of consumption : 

(a) in the case of exports of- locally-made foreign liquor excluding 
beer from a distillery or bonded warehouse in one province to a distillery 
or bonded warehouse in another province, there should be — 

(1) A permit or pass in favour of the exporter or his agent, cover- 
ing transport with a cprr.espqpdmg ’ud.vic.e from, .the exporting warehouse 
fficer to the w.'ti'rrhoiise officer of destination, sent direct, with a duplicate 

•'ce through the chief excise authorities of the respective provinces. 


.(.j2> A bond or security to be executed in favour of the chief excise 
rpvpnnp fr°^ the province of destination by the exporter, for the safe con- 
’.due delivery at destination, of the liquor exported, less any 
mtn tne piv ^ authorized; the bond to bind him to pay full duty 

fluctuations ser,^^ exceeding tivice the full duty) if adjudged, at_ the rates 
or prospective, of origin or destination, whichever is higher. In 




25l 


tliis case, if all is in order, the levy of duty is made in the province of 
destination on the liquor being cleared from bond ; the ‘rate of duty being 
that of the province of destination, which also collects the money; the bond 
is then cancelled. 

(b) When liquor is sent from a bonded warehouse or distillery in one 
province to a licensed vendor in another, there should be — 

(1) A permit or pass from the chief excise authority of the province 
of destination, in favour of ^ the exporter. The exporter may prepay the 
duty in the province of destination to the chief excise authority. If he 
does, the fact will be certified on the permit, and no further payment of 
duty will be necessary at either end (except in the case of excess wastage). 
If he prefers, he may pay the duty at the rate prescribed in the province 
of _ destination to the chief excise authoritj’ of the province of origin. In 
this case the amount of dut 3 ’ so paid will bo adjusted between the province 
of origin and the province of destination by book transfer. 

(2) The exporter must also execute a bond as in the case of (c) (2) 

above. 

(3) An advice must also be sent when the exporter removes the 
liquor to the bonded warehouse, or distillery of the province of origin to 
the authorities of the province of destination, which will verify the con- 
signment on arrival and assess duty or penaltj' on excess wastage. 

(c) When a vendor in one province sends liquor to a vendor in another 
province — 

(1) The exporter will pay duty (if not alreadj' paid) on the quantity 
exported at the prevailing rate of the province of origin. 

(2) He will obtain from the authorities of the province of destina- 
tion a permit for the transport of the liquor on which the chief excise 
authority of the province of origin will endorse the fact that duty has 
been paid. 

(3) The chief excise authority of the province of origin will, simul- 
taneously with making the endorsement above, advise the chief excise 
authority of the province of destination that the export has been permitted 
and that the duty has been paid at the local rate. 

(4) The exporter should execute a bond as stated in paragraph (a) 
(2) above in favoxir of the chief excise authority of the province of desti- 
nation. 

(5) The chief excise authority of the province of destination must 
arrange to verify the consignment on arrival and ^vill le^’y differential rate 
of duty according to the rate in force in province of destination, if it is 
higher than that of the province of origin; he will also send a verification 
report to the chief excise authority of the province of origin. 

(6) If the rate of duty in the province of origin is higher than that 
in the province of destination the chief excise authority of the province of 
origin will, on being satisfied that the consignment has reached destination, 
refund to exporter the difference between the duty levied on the quantity 
exported and the duty leviable on the quantity received at destination. 
The province of origin will then transfer in favour of tbe province of desti- 
nation by periodical book adjustment the duty leviable on the quantity re- 
ceived in the province of destination at the rate fixed by the latter. 

In the case of beer manufactured in this Presidency, the question of 
issue under bond does not arise as duty is levied on the quantity manufac- 
tured and not on- the quantity issued and is collected once a quarter. The 
duty on beer exported to other i)rovinces will be collected in this province 
and credited to the revenues of the province of destination once a quarter 
by book adjustment. 

The simplest method of recovery of duty by the province of consumption 
from that of manufacture is by periodical adjustment by book transfer. 'In 
all such cases, the adjustment may be made quarterly. 

Q. 70. — ^Tailing merely the alcoholic content, toddy is more lightly taxed 
than beer. It would not be difficult to enhance the tree_ tax, but having 
regard to other considerations, it would probably be undesirable to do so. 

Q. 71. — I consider that there is no a priori necessitj' to insist on assimi- 
lating rates of duty cverywhorei Each province miist fix its own rale o^ 
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c 1 uL 3' Inised on consumption, on the habits of people and other local coil- 
clitions. Tliere are places in India where charas are consumed heavilj'. 
None is consumed in INfadras. The rate of duty on bhang has been raised 
in Madras with effect from 1st April 1925 to Es. 6 per seer. 

Q. 72. — ^Arrack is manufactured in distilleries under the contract supjjly 
sj'stem. These suiipliers also are required to establish wholesale depots at 
required places. Arrack is issued to retail shopkeepers Irom distil- 
leries, warehouses or depots at rates fixed bj' Government. Ganja is 
cultivated rj'ots and stored bj’ them in, bond at two centres, where- 
from it is issued to licensed .shopkeepei'^ on pajunent of duty at a price 
not exceeding a certain maximum fixed bj' Government. The system is 
working satisfactorilj' in the sense that it affords little chance of leakage 
of revenue. 

Q. — 73. — ^All shops for the retail vend of countrj’ spirits and tari, all 
ganja and opium shops and all beer shops and foreign liquor taverns (where 
consumption is allowed on the premises) are sold by auction. The other 
foreign liquor shops are licensed on fixed fees. In the case of these fixed 
fee licenses, the respectability and status of the persons apptying for licenses 
are taken into consideration as also the trade conditions, i.e, (certain firms 
are sole agents for certain brands of liquor). 

The system of disposal followed in this province is quite satisfactory 
from the point of view of taxation in the sense that it probably secures to 
Government the fullest share in the_value of the privileges conferred. 

Q. 74. — ^The figures in Annexure J, so far as this Presidency is con- 
cerned, compri'se arrack and toddy shops under the outstill system. The 
closing of shops has been probably overdone in this Presidency, and the 
result has been that as there are fewer shops for competition the intrinsic 
value of shops has vastly increased. There is no doubt that the result of 
i-educing the number of .shops in this Presidency has had the result indi- 
cated in the question as the following figures show: — 
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shops. 
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shop. 
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19 
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96 
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The increase in rentals is out of all in-oportion to the increase in 
consuinijtiou, and the only possible inference is that the reduction iji the 
number of shoxjs has contributed to a considerable increase in the value of 
the shops that remain. 

Q. 75.— It is not impossible to arrive at a uniform rate of duty in the 
case of opinin. But I do not see that any great advantage trill be gained. 
Local conditions always operate on the fixing of duty. 

Q. 76.— The draft Opium Agreement recommends the course in the 
case of prepared opium. The shops in this Presidency are all for the sale 
of raw opium. The system mentioned is not in force in this Presidency. 
Shops are sold by auction. Government stock opium and issue to the licensed 
vendors on receipt of duty and cost price. The number of opium shops in 
the Presidency is 605 (1924-25) and their rentals are Es. 10,19,787 (1924-25). 
The shops are only at important places where there is a real demand for 
opium. The working of these shops is very strictly supervised and the 
course of consumption in them is carefully watched. Whenever the con- 
sumption increases in a manner which indicates that the license is being 
used as a cover for illicit transactions, e.g., for smuggling, the shops is 
‘rationed,’ i.e., the quantity of opium that may be issued to it is specially 
limited. The number of shops in respect of which a lipiitation has thus been 
imposed is comparatively small — 7 in 1924-25. They are mostly situated 
in the sea-board (or adjacent) districts. To introduce a system of ‘salaried’ 
opium sellers would involve the abandonment of the existing renting sj'stem 
for opium shops and the conversion of these into Government retail shops. 
The revenue from rentals would be lost to the province unless the retail 
selling price of opium were so enhanced as to make good tha loss. The 
direct assoqiation of Goi'ernment with tlie retail sale of the drug would 
afford a ground of attack by temperance enthusiasts *and those who desire 
to find fault with the Government. It has also been, in practice, found 
that the efficient control of a large number of petty shops scattered over 
the Presidency is a matter of great difficulty. The temptations to the 
‘salaried’ sellers to falsify accounts and to cheat the Government would 
ho overwhelming unless their salaries were fixed very high. The opium on 
sale would not, presumably, be duty paid and it would be impossible to 
guard it effectively in so mauj’- centres. It would be necessary to reduce 
the number of shops, i.e., centres of distribution to such an extent as to 
deprive large areas of supply of their legitimate needs. Such a system of 
State ti-ading could not bo carried on, on a paying basis; it would almost 
certainly result in a loss to Government and would offer no greater safe- 
guards than the existing system. 

Q. 77. — ^There is generally no smuggling of opium into this Presidency 
but there is reason to. believe that a considerable amount of smuggling 
exists in sending opium to Burma, especially via Karikal. On account 
of the limitation in the quantity supj)lied to the shops in Burma and 
the heavy i)rice charged there, it appeaz's a iziofitable business to sumg- 
gle opium to Burma. In Burma, only non-Bui-mans and Burmans registez’ed 
as opium consumers iii 1893 are allowed opium. The number of cases_ of 
smuggling of opium to Burma from Madras Presidency detected dui’ing 
1922-23 was 19 involving 208 seers of opium, that izi 1923-24, 23 cases in- 
volving 162 seers and that in the current year, up to date, 4 involving 27 
seers. Opium is also smuggled to Burma from the Indian States in this 
Presidency through Karikal. 

With a view to check the activities of smugglers a small special force 
consisting of an inspector, an assistant inspector, four sub-inspectors and 
other clerical and zneiiial establishment is maintained in the Presidency. 
This force watches the smugglers as closely as its numbers permit, and has 
been successful in detecting certain number of cases. But on account of 
the profitableness of the smuggling trade and the number of active smug- 
glers, their success in suppressing the trade is restricted. 

'J'he transmission of opium by post is prohibited. 

The import by sea of opium or intoxicating drugs other than those 
used for smoking is permitted only by licensed dealers in opium for medi- 
cinal pui'posos or by licensed chomisls cither direct or through their agents 
on iza.rmont of duty at the port of importation. The rides in force 
ill this Presidency do not provide for cases of export by sea. 
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At present, opium cases are ju'eseculed by the police. TJiis leads to 
a division of functions -vvliicli has sometimes led to difficulty in dealing mth 
oijium crime. 

A Bill to amend the Opium Act has been prepared and submitted to 
Govei’iiment. Its main provisions are — 

(«) conduct of prosecutions in opium cases by the officers of the Ex- 
cise Department instead of by the i>olice; 

(b) a preliminary enquiry by the departmental officers so as to avoid 
prosecution of cases not proved; 

(c) compounding hy specified departmental officers of opium cases; 

(d) infliction of enhanced punishments in the case of second and sub- 
sequeut ofl’onces by the same accused; 

(c) taking security from habitual ofFcndors for refraining from such 
offences ; 

(/) making it penal to attempt to commit an offence relating to opium 
or intoxicating drugs; and 

{g) bringing under control opium smoking. 

The above pi-ovisions ivill, it is expected, tend to strengthen our hands 
against opium crime. 

Q. 89. — The stamp duty does not, 1 helievc, cover the cost of the main- 
tenance of courts in this province. For the rest I see no reason why the 
stamps on judicial proceedings should bo limited in the manner suggested. 
In this provhice, as elsowlierc, people resort to courts of law on the flimsiest 
of grounds. It appears legitimate to taxability to pay as exhibited by resort 
to the law. 

Q. 90. — The criticism, even if theoretically true, I think, be equally 
applied to many other taxes, income-tax for instance. I see no reason why 
it should apply solely or particularly to duties on deed of disposal or trans- 
fer of propert 3 ' nor do I see why the social utility of these transactions should 
bo assumed. 

Q. 91. — ^No such cases have come to my notice. 

Q. 137. — At present, stamp duty is leviable only when probates, letters 
of administi-ation or succe.ssion certificates are taken out. TJicro is no com- 
pulsion to take out probate or letters of administration and in many cases 
property which passes to others by inheritance docs not pay an>^ tax at all. 
There seems to be no good reason whj' the majoritj' of c.statas should escape 
such duty. I would agree ivith the view expressed in the question subject to 
a reservation that small estates of the value (say) of and below Es. 1,000 may 
be exempt from death duty and that amounts left for public charities may 
also be exempt from such dutj'. 

Q. 138. — At present the rate of prohate duty is based on the value of 
the estate — 

Of and below Rs. 1,000 Nil. 

Above Rs. 1,000 but not exceeding Rs. 5,000 2 per cent. 

Above Rs. 5,000 ... ... ... ... ... ... 3 ,, 

The tax may be graduated so as to varj- with the value of tho_ estate loft. 
The other two methods suggested are impracticable. There arc innumerable 
degrees of relationship among Indians and the number of legacies loft are 
large. 

Q. 139. — I should be disposed to accept the above general propositions. 
There would probably be great difficulty in devising and working a sj'stora 
of succession duties on a provincial basis. At the same time it would not bo 
easy to define the principles upon which the distribution of the revenue 
between the Central and Provincial Governments should be made. 

Q. 140. — I should be disposed to adopt an estate dutjf with a suitable 
graduated scale on the value of the estate similar to, but not identical with, 
that in the United Kingdom. 

Q. 141. — ^I cannot pretend to the legal knowledge requisite to “reply use- 
fully to this question. So far as I can see, the method suggested at (o) would 
1)0 equitable, the ‘share’ of the deceased being treated as an ‘e.stato’ for 
the purpose of assessing the ‘value’ and applying the rates fixed. 
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Q. 142. — ^Tlie .statement appears correct so far as large impartible estates 
are concerned. 

Q. 143. — ^Tbe statement is based on tbe supposition that the head of the 
family is the only earning member. This is not correct in many instances. 
The argument remains that property derived by succession is not ‘earned’ 
pi'operty and as such no insuiierable objection ought to exist in such propei'ty 
contributing its share to the exchequer. 

Q. 144. — ^In the case of probates and letters of administration, all the 
property the deceased loft behind is included in the list of assets. If the 
law is that, on the death of a person, a schedule of property left behind 
should be filed and the responsibility for so filing a schedule is fixed by law 
on somebody, it should not be impossible to administer it. When the schedule 
of the property is filed, _ the valuation can be verified b.y the land revenue 
officers, as is now done in the ease of probate applications. 

Q. 145. — ^The Government of India, acting presumablj', through the 
Central Board of Revenue as in the case of income-tax. 

Q. 146. — ^In the case of probates, estates of value of Rs. 1,000 and below 
are exempt. Similarly estates of Rs. 1,000 and below may be exempt in the 
case of death duty also. 


APPENDIX I. 

Q. 61. — The policy pursued in the past and the measures laid down for 
givihg effect to it have been successfuUj' carried out in this Presidency. It 
has resulted in checking the consumption of country spirit and toddy and 
definitely decreasing the consumption of opium and hemp drugs. There is 
therefore no need to look with apprehension on the large increase in re- 
veniio, whilch has only increased the retail price of intoxicants and thus 
helped the cause of temperance by checking consumiiti'on better than any 
other method. 

While this report is being written, keenly organized efforts are being 
made to prevent the sale of toddy shops for the ensuing lease by methods 
which, though ostensiblj' ‘peaceful’ amount in most cases to intimidation of 
most oppressive kind. The Board earnestly desires to bring one prominent 
fact to the notice of au 3 ' genuine temperance refoi-mer who may have allied 
himself temporarily with the non-co-opei-ator in an agitation, which in its 
unscrupulous interference with individual liberty is surpassing anything ex- 
perienced in the histoiy of the much abused bureaucracy. This is that in 
South India the sources of illicit supply are far more accessible to the 
regular drinker than in any European country. If the shops are closed, 
liquor can be had from almost any palm with no more skill than is required 
to cut an incision or dress a spathe, and no more apparatus than a knife 
and a toddy pot. In a country where so large a proportion of the lower or 
labouring class are accustomed to the use of liquor, where everj' man can 
(so to speak) have his own beer tap in his own back garden and where the 
extensive topes which cover most of the countryside can immediately take 
the place of the elaborate breweries of Europe, it is futile to imagine that 
the closure of shops will have any permanently appreciable effect in stopping 
recourse to alcohol. If the policj' in question were accepted and the shops 
remain closed, one of two results must follow: (i) drinking will go_ on un- 
checked and uncontrolled, liquor being obtainable at a tithe of 
its present cost, with a loss of Rs. 543 lakhs of revenue 

to Government; or (ii) the preventive establishment will have 
to be immensely^ increased, almost everj' village constantlj' pat- 

rolled and the agricultural and tapping classes would 'be subjected to the 
oppression of a host of potty officials, while the field for blackmail 
of private individuals and for the corruption of officials would be vastly ex- 
panded. Even so, it is unlikely that mere preventive activity could cope 
witli the problem. The majority of the population would be either apathe- 
tic in actual sjunjiatlij' with the drinkers and experience has amply shown 

that, under sucli conditions, mere preventive activity cannot be an adequate 
substitute for the provision of a reasonable licit and taxed supply. In the 
face of these considerations, the Board would iirge those who desire to com- 
bat the evils of drunkenness by wholesale closure of shops to realize the 
shortsightedness of the policy they are following and to .adopt the more 
radical, if less ostentatious, method of removing the desire for alcohol and 
pof; the sources of licit supplies. 
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It iniislj lio\yevor, be noted that these undue restrictions are stiinulatiug 
crime to a certain exrent. The number of reported cases against the Abkari 
Laws during the last few 3 'oars is shown below: — 


1913-14 


Yfai. 


Number of oases reported. 

l.D. and „ "7 

kindred 

offences. offenoes. 

1,050 5,071 

1914-15 




1,197 

4,983 

1915-10 




1,024 

4,775 

1916-17 




1,190 

1,416 

1917-18 




1,028 

4,633 

1918-19 




1,695 

1,741 

1919-20 




1,716 

5,204 

1920-21 




l,t08 

6,191 

1921-22 




1,430 

6,619 

1922-23 




2,001 

6,623 

1923-21 




2,123 

6,427 


At present there is one Licensing Board for the Citj’ of Madras and Ad- 
visory Committees for mofiissil municipalities and major unions. The former 
has very full powers in regard to the number and location of shops, and its 
decision are only subject to veto bj’ the Commissioner. In the case of Ad- 
visoiy Committees their recommendations to the Collector are advisoiy, but 
Collectors always give deep consideration to their recommendations. Pro- 
posals are now before Government for constituting Licensing Boards for muni- 
cipalities in the Presidency with a population of over 50,000 and Advisory 
Committees for other taluk board areas. These bodies will under the propo- 
sals, have a non-official majority and will have power to elect their own 
chairman. The rules framed provide for these bodies to publish a list of 
shops proposed to be sold and call for objections, if anj', and consider them- 


Mr. J5tokes gave oral evidence as follows 

The Fresident. Q. — You ore the Commissioner of Excise? 

A.— Yes. 

Q. — ^You are also^the Commissioner of Stamps? 

A. — ^IVell. I am the Slember of the Board of Revenue in charge of 
stamps. 

Q, — ^You have nothing to do with court-fees? 

A. — ^It is only nominal. 

Q. — ^You hare sent us two notes, one on excise and one on stamps? 

A. — ^Yes. 

Q. — I would like to take j'ou straight away to Q. 61. You saj' “There 
has been a further and probably a more numerous section which adopts the 
cause of ‘temperance’ as a convenient ground of attack upon the Govern- 
ment and the IMinisters with the ulterior object of embarrassing them by 
clamour and by attacking one of the principal sourees of the revenues at 
their disposal.” Could you give us any instance of speeches made bj' public 
men or speeches made in the Council? 

A. — ^Well, rvhat I had in mind is this. There was receutlj' a full-dress 
debate on the subject in the Council, and from the tenor of the speeches 
made it seemed to me that they were adopting a more reasonable and less 
doctrinaire attitude and the whole debate resulted in a ver.y marked 
victory for the Minister. The Minister’s policy is defined in the debate. 

Q. — ^Is it not dependent on the report of the Excise Committee? 

A. — "No. The report of the Excise Committee has not yet been finally 
adopted. 

Q. — ^I think there was some discussion about rationing. Do you think 
it is possible? 

VII— 38 
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A. — I think it is rx^iite practicahlo, and could I)C tried. But it is doubt- 
ful if it Avould be of inucli use. 

Q. — If you reduce the ration, don’t yon think that certain people may 
have to go without drink entirely? 

A. — I think, as in Bombay, it will probably re.sult in the .shopkeeper be, 
coming the ally of the illicit distiller. 

Dr. Paranjpyc. Q. — Have you heard the statcjiient made in the Bom- 
bay Excise Committee Report? 

A. — think it was made somewhere bj' the Excise Commissioner. Ho 
says that .shopkeepers are allying themselves with the illicit distillers. 

Q. — ^Ih Bombay thoi-o is no limit of price, consequently they can make 
profits. 

A. — That is perhaps the case, 

Q. — Have yoir examined the figures given in the Bombay Excise Report? 
Cases of illicit distillation do not depend on whether the ration was 
reached or not. 

A. — T have not examined the Bombay report in detail and so I cannot 
say anything about that. 

Q. — 1 moan illicit distillation was found even in places where ration 
was not reached. 

A. — It .may be. The shopkeeper found it to his interest to sell more. 

Q. — Even under j’our system he would do so? 

A. — Not so much. I think the policy of rationing is to he condemned 
on that basis. 

Thii President. Q. — In the case of rationing, the shopkeeper will have 
no limitation on prices or in the alternative there would bo a limit in 
which case the consumei' would pay an increased price foi- n highly watered 
article. 

A. — Then the consumption would decrease. I think in Bombay they 
have no control. 

Q. — Is . not your view that rationing would rather stimulate excise 
crimes ? 

A. — Certainly. The figures of actual detection i^robably represent a 
small percentage of the actual existing crimes. I have given the figure.s 
somewhere. You will please see the figures at the end of my memorandum. 
The figures given refer to actual T.D. major oifonecs’. 

Q. — There has been a 50 per cent increase during the last two years? 

A. — ^Yes. 

Q. — ^Havo you studied the Bengal surcharge .system? 

A. — I have not stxidied that .system. 

Q. — As regards the i-ates of duty, you are working towards uniformity? 

A. — Yes. In the majority of the districts the rates are more or less 
the same, and we ai’e graduallj’ aiming at levelling them up. 

Q. — In answer to Q. G7. you consider “that provinces should have 
freedom to levy any rate of duty they like on locally-made liquor as local 
circumstances require’’. Is that not a complete depai'ture from the old 
policy? 

A.--I have said that the locally-made imitations of imported liquor do 
now enjoy the same freedom from restriction. 

Q. — But the policy of the Excise Committee which sat in 1906 and which 
the Government of India adopted was that you should have the tariff rate 
on everything except arrack. But now the policy is to let the Provincial 
Government levy whatever they like on the locally-made foreign liquor? 

A. — ^Yes. 

Q- — ^^Vould you require any passes for transport? 

A- ^Yes. T think some such thing is necessary. I have given the de- 
tailed proposal in answer to Q. 69. 
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Q. — Then 5 ’on -will introduce a faii-Iy complicated ^j’stem of control; 
is it ■worth while? 

A. — think the pidnciple of piovincial antonomj" is to allow provinces 
a free hand. To say whether it is worth while, one would have to wait 
and see how tlie system works. 

Q. — Would it not lead to complications between the various provinces? 

A. — ^As far as I can see it may give rise to certain difficulties. 

Q. — One of the previous difficulties was that Bombay would not admit 
the Madras liquor. It was illegal even to take a bottle of beer across the 
frontier in a railway carriage. 

A. — ^But I don’t think these difficult'es are insuperable. 

Q. — ^We heard in Calcutta that the Calcutta dealers have to pay a 
certain duty as vend fee per bottle on liquor sold in Bengal and they have 
issued one price list for other provinces and another for Calcutta. Is it 
not exceedingly probable that if it is carried too far that the liquor woixhl 
be taken just across the border and then smuggled back? 

A. — ^There is the possibilit 5 ^ But if the provinces work together, I do 
not think there will be 3115 ’’ difficulty. 

Q. — ^Is there any possibility of the provinces working together? 

A. — I don’t see why they shotild not. 

Q. — You know the conditions which led to the arrangements of 1923. 
The Punjab refused to allow any charas to leave the provinge unless it paid 
a transit duty to the Punjab. 

A. — Don’t you think that they are now reasonable? 

Q. — ^Tho mutual agreements are vei-y much on the old arrangements. 
If you once beg.n imposing a varying set of duties, there will be trouble. 

A. — -I do not think the difficulties are insuperable. 

Sir Fcrcy Thompson. Q. — ^You practically forbid countiy spirit going 
from one province to another? 

A. — It can be sent in bond. 

Q. — ^IVhy should not the same thing be adopted I'or foreign liquor? 

A. — Quite possible. 

The President, Q. — Then every time you get a bottle of whisky you 
would have to take a pass? 

A.— Yes. 

Q. — ^You began with your statement that the locally-made imitations 
do now enjoy the same freedom from restrictions as the imported 
articles. 

A. — I think if it is a case of a iirivate consumer, you can leave him a 
considerable degree of freedom. But in the case of a dealer sending con- 
siderable quantities from one province to another, you could have a sj’stem 
of something like transporting in bond as in the case of arrack. 

Q. — Will it not come to this; supiiosing a man wants a dozen bottle^ of 
whisky from Calcutta ho will have to pay 8 annas more, but ho would not 
have to pay in his own province? 

A. — Then, you might get your liquor little cheaper. 

Q. — That sox’t of situation has arisen s nee 1923. 

A. — 1 quite understaud the difficulties you enumerate, but I do not 
Ihiak they are insupei-able assuming the provinces are working amicably 
with one another. How are j’ou going to levy this nnUorm i-ate? 

Q. — By agreement between the provinces. 

A. — ^I think you are interfering with the autonomy of the pro-vinces. 

Q. — ^It is rather the function of the Government ef India to look after 
inler-iirovincial trade. 

A. — ^I do not think they will do it. 

Q. — It is so in all the Federal Governments; that is part of the Ameri- 
can constitution. 

A.— -Possibly, 1 am not familiar wilh the American constitution. 



Sir Percy Thompson. Q. — ^Is there free moveineut of the locally- 
inade stuff between the provinces? 

A. — I think there is. 

Q. — Suppose it moves from Calcutta to Madras, Calcutta charges the 
duty ? 

A. — I suppose Calcutta charges a surcharge on the bottle. 

Q. — ^1 do not think they charge the tariff rate. 

A. — There is an import tariff’ rate on foreign liquor imported b.v sea. 

Q. — Is tliero not a common rate for the locally-made stuff? 

A. — ^No. 

The President. Q. — If I may explain, it is in this wa;5% When the 
1906 Committco reported, it was arranged for and all the provinces agreed to 
the tariff rate. It was said that thej' should start upon the warehouse 
system and induce the manufacttirors to send in their stuff into the ware- 
houses. Now thc3- are going back on that policj’ — going back to the vary- 
ing rates. If you have varying rates, province A gets liquors from ])royince 
B, and the province A’s rate is lower than the pi'o%dnce B’s rate. Therefore 
j’oii will have to make some arrangements for that. 

Then there is the reverse case of adding a dutj’ on the imported stuff. 
You see no objection to that cither? 

A. — ^You mean adding a provincial duty on to it. You mean on the 
stuff coming f^/nn outside, as a suppleinontar3’ import duty. The Govorn- 
m.cht of India would have to agree to it. 

Q. — Bengal and Bombay are noAv doing it. 

A. — I shoxild, sa3'. barring the difficulty that it would mean still further 
raising the high tariff rate on the whi.sky which you have now, I do not 
see an5' theoretical objection to it. 

Dr. Paranjpyc. Q. — Have you examined the food value of toddy? 

A. — T cannot tell you exactly, but I believe it is always supposed to 
have a food value. That is why it is supposed to be less harmfiil than 
arrack. 

The President. Q. — But it has the food value only when it is com- 
paratively fresh. 

A. — ^Yes. 

Dr. Hydcr. Q. — The existence of the tree is the cardinal fact of 3'our 
excise administration. 

A. — ^I'es. 

Q. — Suppose 3-011 had a polic3' of proliihition, wh3- can’t 3-011 control it? 

A. — Because it would mean an enormous increase of work and an in- 
crease of oiir excise staff. 

Dr. Paranjpyc. Q. — What pro^jortion of the trees ai-o allowed to ho 
used for this purpose? 

A. — have not the slightest idea. 

Q. — ^What is 3-our impression? 

A. — I cannot possibh' tell 3-ou. 

Dr. Kyder. Q. — The person draws toddy from the trees which are 
marked and has to pay taxes for it. So ymu can bo more or less certain 
that no tari has been drav-it if a tree is not marked? 

A. — I am rather loss certain than more. 

Q. — ^As Excise Commissiouer, 3-ou are not certain that out of 100 tari 
trees there 1003- be onB- five or ten trees from which people ma3' be drawing 
licit tari? 

A. — cannot tell you straightaway the proportion of that kind. 

(). — It has been put to us by some witnesses in Madras that if the 
tree is used for drawing tari, it will not bear cocoanuts. So 3-011 could 
toll at once and would not have to trouble your excise staff. 

A. — You cannot possibli- tell at onco, and 3-ou would lose much re- 
venue meanwhile. ' 
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Dr. Daranjpye. Q. — Suppobiiig you at present tap one tree out of 
every ten for toddy, yonr excise preventive staff have to see that the re- 
maining nine are not tapped for toddy? 

A. — They are supposed to. 

Q. — Consequently, if trees were absolutely prevented from being tapped, 
all you will have to do is to see that the staff look after ten trees out 
of ten instead of nine out of ten, so that their ivork will not bo very much 
increased. 

A. — It is jiot a question of looking after 'one tree or ten tree*, biit of 
millions : it would be a rather more difficult problem. 

The Preside7if. Q . — ^How manr' trees are marked? 

A. — The number marked in terms of cocoanuts in 1923-24 was 2,248,000 
or 2J millions. 

Q. — In tenns of palmyras, dates, etc., it is something much bigger? 

A. — ^Yes. 

Sir Percij Thompson. Q. — Even assuming that the number tapped 
was one in 50, would not the looking after 50 give you veiy much more 
trouble than looking after 49 when you have one in 50 already tapped? 

A. — ^Yes, the incentive to illicit tapping would be enormous if it was 
entlj'cly prohibited. 

Dr. Ilyder. Q. — Your difficult}- would chiefly bo in rural areas and 
out-of-the-way villages. Does evei-y inhabitant of a village in the Madras 
Presidency drink? 

A.— No. 

Q. — ^Thcre would bo classes who would lu’ovide a very efficient check 
on those who misuse the trees. 

A. — I have stated in my written notes that, if you got a state of pub- 
lic opinion in which people who do not drink regard it as their duty to 
bring to book those who do, you can work prohibition. 

Q- — In your villages, do non-drinking people show any inclination to 
stop illicit practices? 

A. — ^^'ery little. They are not prepared to trouble themselves to give 
information to the public authorities and to give ovidejnee in courts and thus 
incur unpopularity. 

Q. — ^Tlio unpopularity would not be very great, because the people who 
drink are chiefly the lower classes. I don’t think the zamindars have any 
fear in this matter. 

A. — ^I think they have undoubtedly. 

The PresidenL Q. — Is it your experience that you ever get any help 
from the private individual? . 

A. — ^You don’t unless there is some other reason for his giving it. In 
any case, he does not want to have trouble. If there was an active senti- 
ment in the matter, then things would bo vorj- much easier. 

Dr. 'Ryder. Q.- — ’Uliis policy of prohibition was tried in this country 
at a time when the officieuc}- of the central and provincial administration 
was nothing as compared with their present efficienc}-. I shall read to you 
an extract from Moreland’s book, which relates to the period from Akbar 
-to Aurangzeb. An English traveller, Peter Mundy, writing in his journal 
for 1632, refers to the “heavy penalties on distillation or sale of spirits. 
Near Allahabad supplies could be obtained from stills, but further east, 
none could be had for any ' money, there being a State prohibition with - 
death to the party with whom supplies were found.’’ 

A. — It might be possible that there was a strong sentiment in limited 
areas, but there is also evidence of the ijrevalence of drunkenness in those 
days. 

The President. Q. — ]\[ay I read to you another extract from a Muham- 
madan h’story? Ziauddin Darni saj-s; — 

“Drunkards were driven out of the city into the country and the 
enormous taxes which the State had derived from the sale of liquor and 
drugs (and from gambling^ had to be struck off the revenue !)ooks. I'he 
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Sultan gave the order to remove from the palace all decanters, glasses and 
bottles. The bottles of ivine vere also taken from the assembly rooms in the 
palace and poured out, and the quantity of vine thus throvn avay vas so 
groat that pools and puddles were formed as in the rainy season. 
The Sultan Alauddin also discontinued his drinking parties and he told 
the Maliks to iiroclaim that it was liis order tha't no one should drink or 
sell wine or have anything to do with wine. Distillation, however, con- 
tinued and wine was smuggled into the city of Delhi in leatlmr receptacles 
hidden in bundles of grass. Guards were therefore posted at the gates to 
examine everyone entering and smugglers were seized, beaten, fettered 
and thrown into prison or into wells, but still people went into villages at 
a safe distance to drink and some wei-e so daring as to continue to distil 
in their own houses in the city itself.” 

Dr. Hijclcr. Q. — They were enforcing a policy of jJrohibilion and T 
must say that in those days, chiefly the people living in the palace were 
the greatest consumers. There was not a Muhammadan Emiieror who did 
not drink except Aurangzeb, but that does not show that the whole country 
was full of liquor. 

A. — It was, I think, .full of toddy. 

The Frcsidcnt. Q. — The extract goes on to say: 

“This early and whole-hearted attempt at prohibition in spite of 
‘sanctions’ had finally to be abandoned, for the Sitltan gave orders that if 
any one distilled spirits privately and drank the liquor in seclusion without 
having a ]iarty or assembly and without selling it, the spies were not to 
interfere with him, nor enter his house nor apprehend him.” 

You actually have been making some experiments on prohibition in 
this province? 

A. — ^Yos, in arrack, In certain taluks they have removed all the 
arrack shops. 

Q. — ^You have no liquor shops in the Agency tracts? 

A. — No. A certain amount of free distillation is allowed there. lYe 
have gone further than that in the last year or two : we have withdi’awn, 
for example, all the arrack shops in the Tenkasi taluk in Tinnevelly dis- 
trict and in some other areas. 

Q. — Haven’t you* got a prohibition of sale to the hill tribes in the 
Nilgiris? 

A. — ^Yes. 

Dr. Dydcr. Q. — Is toddy also iirohibitcd? 

A. — There exists no toddy in the hills. The sale of liquor to the hill 
tribes is prohibited. 

Q. — Has this experiment been .successful? 

A. — It is rather too soon to say what the efl'ect is, as this is only the 
second year the experiment has boon in force. 

The Fvesidcni. Q. — Not long ago, you prohibited the location of all 
toddy in the Salem municipality? 

A. — ^Ygs, the shops were removed out of the municipality. The only 
result of that was that the shops all round the niunicii>ality sold corres- 
pondingly more. 

Q. — ;So there is no unwillingness on the part of Government to experi- 
ment with prohibition wherever they think there is a. chance of .success? 

A. — That is so. 

Q. — Meanwhile there has been an enormous closing down of licenso.s for 

Ehop'5 ? 

A. — ^Yqs. 

9- — ^Yoii N^^-tiiat “the increase in rentals is out of all proportion to 
the inerrase Mi consumption and the only possible inference is that the 
reduction ivi the number of .shops has contributed to a considerable increase 
in the va'no of the shops that remain”? 

A. — ^I have given some figures about that in answer to Q. 7<!. The aver- 
age rental per shop in Madras has risen since 1902 by 2,100 per cent. 
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Q. — You show that tho duties on ganja and opium aro practically uni- 
formly levied. Is it not desirable to get a basis of uniformity for tho 
_ whole country? 

A. — I should not think there is any very groat objection to it. We 
do co-operate in Madras with the neighbouring provinces in tho matter. Wo 
raised our duty on opium to something corresponding to that of tho neigh- 
bouring provinces. 

Q. — ^In the case of opium, you would not like to give up the auctior. 
S 3 'stem, because it brings you a large revenue, but there is quite a con- 
siderable amount of dutj'-iraid opium going to Burma. 

A. — ^Yes. 

Q. — ^You deal with that bj" rationing? 

A. — Yes. If a shopkeeper is found selling a suspiciously largo amount, 
we have jjower to say that he should sell onlj^ so much ijor month. 

Q. — Is it not open to the same objection as rationing of liquor? 

A. — I don’t think avc ration more than half a dozen or ion shops. 

Q. — Supposing that continues, the smuggler will pay the shopkeeper 
a high price for the small amount he gets and the legitimate consumer will 
get none. 

, A. — Ho might do so, but the consumption of opium is not so common. 
Tho consumers of opium are quite few as compared with tho consumers of 
arrack. 

Q. — ^Do j'ou also find a considerable amount of adulteration and tam- 
pering with the cake with a view to smuggling? 

A. — -I don’t think we have had many cases of that kind. We have had 
one or two cases in which bogus cakes were found. I think it u'as a trick 
of tho smuggler or -the informer. 

Q. — ^\^'’ere they cakes of opium? 

A. — Information was given that opium was going through. I can re- 
collect one instance in which, when it was seized, it was found to bo 
cow-dung with a tincture of opium. 

Q. — In Burma, Assam and other pi-ovinces we have been told that the 
shopkeeper is made to cut up his cake into pills, each having the weight 
of a tu’o-anna piece, wrap those up in paper and keep them for issue 
to tho consumer and it has been suggested that instead of each individual 
shopkeeper doing that, you can lujve them jnit through a iiill-making 
machine in the factoiy and issued in 'sealed bottles of pills. One advantage 
of this is that tho consumer would be sure mat he gets what he pays for, 
and the other advantage is to defeat the tampering with, and adulterating 
of, tho cake. 

A. — ^I have not come across anj' cases of complaint against .‘•hopkeepers 
for issuing adulterated opium. There have been cases in which shoiikeeiiers 
comiilained that the opium issued from the taluk treasuries for their use was 
deteriorated. 

• Q. — ^M^ould j’ou object to trying this .S 3 -stein if the factoiw undertook to 
make tho pills? 

A. — 1 don’t think I would : but I do not know if it would serve 0113 ’ 
useful purpose.. I think it would be more expensive to put it on the market. 

_ Q. — ^You have given us a very interesting note on the Bill to amend the 
Opium Act. 

A. — 'SVe have had a reference from Government about it recently. 

Q. — ^Is it a provincial -Bill to amend the Imperial Act? 

A. — Proposals wore sent to the Government of India to amend the 
Imperial Act. One of tho difficulties in working the present Act is that tlio 
police are in charge of cases under the Act. Wo wanted to bring it more or 
less into lino with the treatment of other abJeari cases. 

Q- — To turn to your appendices,* you say that there is a reduction in 
tho consumption of arrack as compared with 1913-14. From 4.4 proof gallons 
in 1913-14 tho consumption fell to 3.7 proof gallons in 1923-24 per Inindred 
of tho population, 

A.— Yes. 
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Q. your attention been called to the enclosures to the last Central 

Provinces report? 

A. — Not officially. 

Q. — That report shows Madras as having a decrease of nine per cent. 

A. — It comes to about that. I shotild think that the figui-es are fairly 
acextrate. 

Q. — You have nothing like the decrease in the Punjab and the Central 
Provinces? 

A. — ^No. The Punjab have been going ahead rather faster than thej’^ 
should have done in the matter of raising prices. 

Q. — ^They admit there is a very large rise in illicit consumj)tion. 

A. — Yes. 

Q . — May I turn to your report for last year? You say that the reason 
for a fall in consumption was that Vctapulem ganja was mainl 3 ’ issued aud 
this ganja was reported to be not of good quality. Are you gi'sdng up that 
jiarticular class? 

A. — No. Government decided to try the method of taking ever the 
entire crop from the growers. It was found veiy difficult to make the growers 
look to the quality of the stuff. In 1920-21 and 1921-22 they started 
the plan and the result was that we had to take over a very large quantity 
of very inferior ganja which we have since been trying to get rid of to the 
detriment of our revenue. 

Q. — ^It must be too old. 

A. — I am proposing to burn about lls. 20,000 worth of it. The stuff is 
not really fit for consumption. 

Q. — ^You tried a State monopoly and that failed? 

A. — ^IVe have now gone back to the old system- of the ryot cultivator 
taking it to the middleman who is not allowed to charge more than a certain 
price to the retail shopkeeper. 

Q. — ^You are up against the old middleman difficulty? 

A. — It has not yet cropped up. 

Q. — ^You say that some "sonti soru” liquor seized by the Inspector of 
the Madras Town Circle was found to contain 23 per cent of proof spirit. 
Has there been any increase of that? 

A. — I think the closure of toddj' shops in Madras has stimulated the 
manufacture of this liquor. It is made of rice in Madras. 

Dr. Ryder. Q. — ^Is there a good deal of smuggling of opium taking idnce 
into Burma from the Madi-as Presidency? 

A. — I think a good deal of it is from India: I don’t know if it is 
from the Madras Presidency. 

Q. — Does a good deal of smuggling take place from Karikal? 

A. — ^Yes. It is the work of smugglei's in the interior who have agents in 
Karikal. 

Q. — ^Do they buy the opium from the Government factory at Ghazipur® 

A. — They buy it from shops. 

Q. — ^Does any of this opium go to the Straits? 

A. I am not .sure of it: I think most of it goes to Burma. 

The President. Q.—A good deal of gavja goes to Ceylon? 

A.— Yes. 

Q. — And to Burma? 

A. ^Possibly: but it paj's them to pay the duty and j’et smuggle, 
i suppose th.at the price they got in Burma, is so high that they can afford to 
do it), 

here^^^ Percy Thompson. Q. ^Tou have the sj’stera of tree-tax for toddj^ 

A.— Yes. 

Q- On the whole, has it been verj’ successful? 

A' ^Nes, it is bringing a big i-evenue. 
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Q_ — ^Elsewhere it has not been successful. Do you knou'.of any special 
conditions in Madras which make it possible to collect the tree-tax satis- 
factorily that do not exist in other provinces? 

A. — think the principal reason is that this Government took it up in 
earnest and for many years they were ruthless in their administration 
of the ablcari laws. 

Q. — You have a larger number of officers who can control it' locally as 
compai'ed with other provinces? 

A. — should' not think so. 

The President. Q. — ^You had 10,000 aM'Ciri officers and you pro.secuted 
30,000 cases here. 

A. — ^Yes. 

Sir Percy Thompson. Q. — If Government chose to take it up ruthlessly 
in other jirovipces, there is no reason Avhj' they should not sxicceed. 

A. — do not like to say that. You cannot enforce that sort of thing in 
the Punjab and the IJnited Provinces with the same ease with which you 
could do it in Sladras. Possibly it has something to do with the temiierament 
of the people. 

Dr. Hyder. Q. — ^Now you do not have anything like 10,000 men ? 

A. — I think the number at present is about 3,000. 

Q. — Did j’ou dismiss 7,000 men? 

A. — ^The number has been reduced. The tree-tax system was begun 
about 1884 and gradually we extended the .system to groups of districts, 
with the result that nine-tenths of the Presidency is under the tree-lax 
system now. 

Q. — ^Have you looked into the po-ssibility of raising the same amoxint of 
revenue (if you prohibited the tapping of trees) by way of a cocoanut tax? 

A. — It would not cover the ground, because a great deal of the toddy 
which is taxed is not from cocoanuts at all. The Deccan districts mostly 
get their toddy from the date, and four-fifths of these dates are wild. 

Q. — Is a large quantity of toddy drawn from the date palm? 

A.— Yes. 

Dr. Paranjpye. Q. — From the palmyra? 

A. — ^It is more in the southern districts. 

Dr. Hyder. Q. — Does the cocoanut palm tree preponderate in this Pre- 
sidency, or the date and ijalmj’ra? 

A. — ^I could give you the figures if 1 had them. It is a matter of the 
locality more than anything else. On the "West Coast, the cocoanut pre- 
pojidorates very much. 

Q. — ^AVhat have you in districts adjoining the Nizam’s dominions? 

A. — There we have some cocoanuts and some palmyras, bub, generally 
speaking, the toddy is made from dates ; when you get to the central 
districts round about Madras, cocoanut is the principal thing. 

The President. Q. — ^Your administration report Shows that the actual 
number of trees tapped were 1,188,985 cocoanuts, 759,775 palmyras and 
916,474 dates? 

A. — ^Yes : the figures I gave you, viz., ’ 2;\ millions, are in terms of 
cocoanuts. 

Sir Percy Thompson. Q. — On- what date was the tree-tax sj’stem inau- 
gurated in Madras? 

A. — I think it was about 1881. 

Q. — Is it not an imported .sy.stem? 

A. — ^It was originally adopted from Bombay and improved. I think 
the tree-tax sj’stem Avas first in existence in Bombay. My father ilitroduced 
it with improvements and modifications. 

The President. Q. — Supposing you Avere to try and leA^^ this crores 
of reveuAxe on the trees, tapped or untaixped, Axmiild the landliolder pay it? 

A. — ^I suppose the tree-owner would pay it. 

VII— 34 
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Dr. Hyder. Q. — He would recoup himself hj' selling cocoaniits to people 
who coiisuniG cocoanut oil and others: probably the foreigners would have to 
pay a part il they caie to hare the cocoanuts. 

A. — ^Yes, but I think there would he strong objection on the part of the 
cultivator. 

Q. — The suggestion that is put forward is this: that if the (^vernment 
prohibit the tapping of trees, it could raise, though not the entire amount 
of revenue, but certainly a large portion or the revenue, by putting some 
tax on the use of cocoanuts in the country. 

A. — ^If the man has 20 trees, he allows one or two to be tapped. _ He 
gets his return from them and he has not to pay anything^ on the remaining 
18 trees. Your proposal is that he should pay something on the whole 
twenty. 

The President. Q. — ^^Vould not the proposal also involve the taxing of 
a number of people who never let their trees for tapping? 

A. — ^Yes. On the "West Coast, the number of trees used for tapping 
toddy is very small compai’ed to the number of trees in existence. 

Dr. Syder. Q. — Then there is no difficulty really for the Government of 
this' Presidency to embark uimn a policy of prohibition. If the cocoanut trees 
are chiefly put to the cocoanut use in the West Coast, then there is not much 
difficulty about illicit tapping of trees there. 

A. — I only say that the number of trees used for tlie inirpose of tapping 
toddy is comparatively small. There are plenty of illicit tapping cases on 
the West Coast. 

The President. Q. — Actually the West Coast contributes 2,002 such cases 
out of 6,623? 

A.— Yes. 

Sir Percy Thompson. Q.— Have you any idea of the value of the crop 
from the cocoanut trees? 

A. — am afraid I cannot tell you. 

Q. — ^Wliat would he the relation between this value and the tax? 

A. — I cannot say that. 

Dr. Ilyder. Q. — That 2J crores is not entirely to bo ascribed to the 
toddy?. 

The President. Yes; it comes from it. 

Dr. Paranjpye. Q. — ^Have you got hero malma trees .f* 

A. — ^Yes. 

Q. — ^Are they used for illicit distillation of liquor? 

A. — ^Yes, though we do not suffer from it to the same extent as the 
Central Provinces or Bombay does. In the Agency and some other tracts 
there is a good deal of mahna grown. 

The President. Q.— With regard to court-fees, you say “It appeal's 
legitimate to tax ability to pay as exhibited by resort to the law”. ^ 

A.— Yes. 

Dr. Paranjpye. Q. — ^IVould you increase the number of cases dealt with 
by courts in forma pauperis? 

A. — ^There is a great difficulty, I admit. No doubt, you should not deny 
justice to the poor man. 

Q. — ^You think that the court may give him an opportunity? 

A. — ^I think there should be some means of giving relief to him. 

Dr. Paranjpye. _ Q. — ^Would you increase the number of cases dealt with 
enquiries into applications of this sort? 

A. ^I do not think the sj'stem is completely satisfactory. It is very 
difficult to get at the real facts in this country. 

Q. — You think many are not real paupers? 
al 01 ^'"^^ remember about that. But there is a lot of lianlry-panky 



1)r. 'Ryder. Q. — ^Your pancliayats and village courts are taking a certain 
number of cases? 

A. — ^Yes; I do not remember what/ the poivors of ibe village courts are. 

Q, — A large majoi-ity of cases will be settled in those courts if they are 
given sufficient powers. 

A. — I would not like to say what would be the effect. But at present 
the jurisdiction of those courts is limited, 

Q. — they function well, with lapse of time you can increase the powers 
of these village courts so as to reduce the excessive litigation in the highey 
courts. 

A. — 'J’hat is the idea; hut the trouble is whether they have been functioji- 
ing well. 

Q. — ^How long have they been jn operation.? 

A. — ^'There have been village courts for quite a long time — at least for 
20 years or more. But within the last few years they have passed the new 
Act and revised powers have been given to them. Generally speaking, 
I doubt if these courts are any imijrovement on the old ones. 

Q. — ^You think that the poor people and the low class of people do not 
get justice at the hands of these courts? 

A. — I do not say that; but they often think they do not. 

Dr. Paranjpye. Q. — ^Have you ever heard complaints that the poor man 
finds it very difficult to get justice wdien the other party is a rich man? 

A. — ^Yes, frequently; but that is not peculiar to India alone. 

The President. Q. — ^You say '‘There is no compulsion to take out probate 
or letters of administration” ? 

A. — do not think there is. Tniat I mean is that a man can pass on the 
property without taking the probate. 

Q. — ^He must, if he is a Christian or Jew or a Parsee and so on. 

A. — think there is a good deal of property passing withoiit the probate 
being taken out. 

Q. — Could_ you give us your experience, as a Member of the Board, 
of the operation of section 19(c) of the Court-fees Act? The difficulty is 
that it makes the penalty compulsory. The Act does not allow the Board any 
option. 

A. — I do not reniouiber any cases recently. 

Q. — Perhaps Mr. Muthuswarai Ayyar* will be able to say something on 
the point. 

ilfr. Muthuswavu Ayyar. A. — We do not levy many penalties nowadays. 

Q. — The difficulty is that the Board has no option. 

A. — It has option. It can remit the whole penalty. 

Q. — Under what section? 

A. — Under the proviso to section 19(e). We Averc levying them .some time 
back; bnt now we do not get -many cases. The proviso to the section saj’s : 
“Provided that, if the application be made within six months after the 
ascertainment of the true value of the estate and the discovery that too 
loAV a court-fee was at first paid on the probate or letters, and if the said 
authority is satisfied that such fee Avas paid in consequence of a juistake or 
of its not being known at the time that some particular part of the estate 
belonged to the deceased, and Avithout any intention of fraud or to delay 
the pajunent of the proper court-fee, the said authority may remit the said 
penalty, and cause the probate or letters to he duly stamped on payment 
only of the sum wanting to make up the fee which should haA'e been at linst' 
paid thereon.” 

Q. — ^If the party values a piece of land at Es. 1,000 and the Collector 
thinks it is Avorth Es. 5,000, then a penalty can be imposed. 

The witness. A. — T remember having remitted a good number of cases 
where it has been shown that the man did not intend to defraud or delay. 


® Who was present when the evidence was ffiken. 
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Q. — tlimk there have been a good uniiiher of cases where a mail 
registers the sale-deed and values the laud at about half the value, and 
there is no provision to remit a part. 

A . — have not had any such eases. If a case of that kind came to me 
I should refuse to remit. 

Q. — You recommend that the probate duty should be graduated with 
reference to the value of the estate; and j’ou don’t think any other method 
is practicable; and you would extend the probate law to all communitiesP 

A. — Yes, it comes to that. 
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2VIr. H. D. COBiNlSH, Ear.-at-Law, Administrator-General, 
Madras, was examined. 


Written memorandum of Mr. Cornish. 

1. 'I'lio difficulty in the way of introducing a compulsory administration 
of Hindu estates is tlio element of survivoi-slnj) in the Hindu joint family 
governed by the Jlitakshara Law. A coparcener cannot dispose by will of 
his undivided share in joint projierly. bocausc at the moment of death tluit 
undivided share accrues to hi.s surviving coparcenens. Even if he has died 
leaving separate property which will vest in .his executor or administrator, 
the undivided share will not so vest, but will pass to his suiwiving 
coparceners. 

Section 4 of the Probate and Administration Act V of 1881 expressly 
safeguards the right of survivorship. “The executor or administrator, as 
the case may bo, of a deceased person is his legal representative for all 
jnirposes, and all the property of the deceased person vests in liiin as such. 
Put nothing herein* contained shall vest in an executor or administrator 
any property of a deceased person which would otherwise have passed by 
survivorship to some other xierson.” 

Survivorship is an element of the English system of joint tenancy, and 
in English law the .share of a deceased joint tenant, whether in jjersoual or 
real ijropcrty, survives to his co-sharers or co-sharer, and will not vest in 
the executor or administrator of the deceased [see Williams on Executors, 
volume T, page JS6, and Land Transfer Act 1897, section I (1)]. But though 
such share will not pass to the executor or administrator, it is subject to 
succession duty and estate duty. The Succession Duty Act, 1853, section 3, 
provides: “Where any persons shall have any proimrty vested in them 
jointly by any title not conferring on them a succession, any beneficial 
interest in such pj-operty accruing to 0113- of them bx' survivorshii) .shall bo 
deemed to be a succession.” The ‘.succe.ssor’ is accountable for the dutA' 
(section 42). The Finance Act, 189-1. treats property xmssing h3' survivor- 
ship as jji'operty jjassing at death and liable to e.stato dut3'. The executor 
is accountable for the duty on the propcrt3' which the deceased Avas com- 
jietent to dispose; and executor means executor or administi-ator and in- 
cludes an3' ijcrson Avho takes ijossession of or interjueddlcs until the pi-oporty 
of the deceased [section 22 (i) (d)]. But in respect of propert3' for Avhich the 
executor is not accountable^ an3’ person to whom propei-t3" passes for any 
beneficial interest in possession is accountable [section 9 (4)]. The executoi-, 
therefore, is not accountable for dut3" on iiroperty ivhich does not vest in 
him; but the iierson to whom it passes is made accountable. 

Probate, duty is not payable on property udiich pays estate duty 
[Finance Act, 1894, section 1 (i)]. But probate duty was diai-geable in 
respect of the csi-ato of a decoa.sod jierson for u-liich probate or letters of 
administration u'as or wore, or ought to bo granfed (seo Customs and 
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Inland llovenuo Act-, 3881). And if :ibSot.s of Uic deceased were recoverable 
by virtno of llie probate, probate dtiiy ivas payable (A. G. vs. Bnmning, 
8 H.L. Cases, page 259). 

2. AlLliougli according to the rule of survivorship the undivided share 

of the deceased eoparconer docs not vest in his executor or administrator, 
but accrues to his surviving coparceners, it has l)een hold that this role 
must give place to statutory rcquiremenls of a title being established by 
probate or letters of administration. The Imperial Bank of India Act 
(XLVII of 1920), which has replaced the Presidency Banks Act and the 
Indian Companies Act of 191.3, empower the bank or a company to require 
the production of iirobato or letters as a title to the .sharc.s of the deceased 
sliareholdcr. This right of the bank (under section 23 of the Presidency 
Banks Act) was challenged in Bank of Bombay v.s. Amabalal, 24, Boin., 350, 
where it was claimed tliat the surviving cojmrcencr had a right bj’ sur- 
vivorship to bo registered as the owner of bank shares which had stood in 
the name of his deceased coparcener without the necessity of producing 
letters of administration. Tn the conr.se of iLs* judgment, the coiu-t said; 
“It has, however, been argued that in view of section 4, P. and A. 4.ct, 
section 23 of the ]B-esidency Banks Act cannot bo treated as applica- 
ble It is said tliat inasmuch as the beneficial interest in tho 

share jiassed by survivorship, tlie .share would not, according to the words 
of tho section, vest in the executor or administrator. But tlio argument is 
based on an obvious fallacy; it confuses the legal title and the beneficial 
interest, and assumed that because the bonelicial interest has survived, tiio 
legal title must follow suit. But, as T have pointed out, it is with tho 

legal title alone that we are coiieernod”. And it was held that tho bank 

could require the survivor to jirodueo letters of administration. Keferonce 
may also lie made to two other Bombay decisions — The GoUector oj 
Ahviedabad, 27 Bom., 310, and Kushinaih v. Goiiruraboi, 39 Bom,j 245 — 
which have established tho priiici])lo that if probate or letters of administra- 
tion be essential to establish a title to property, the a])proin‘iato court-fee 
chargeable under the pourUfees Act is payable, notwithstanding that the 
property in question is the joint property of a family governed by tiio 
Mitakshara and pa-ssod by survivorship, 

'I'ho Sladras High Court, too, in J?c 3)csu, 33 Mad., 93, has held that 

a Hindu father cannot bo said to Jiold his own .share of joint ancestral 

property “in trust not beneficially” (within the words of exemption in 
annexuro B, schedule 111 of the Court-fees Act) though ho may bo said to 
lioid his son’s share in that way. If thoreforo a son required letters of 
administration to tho joint family property on the’ father’s death lie must 
pay ad valorem duty on so much of the property as was not property held 
“in trust not beneficially”, i.e., on tho father’s .share in the property. 

3. The above authorities show that tho property of a deceased co- 
parcener which passes by survivorship can bo subjected to a compulsory 
administration and levy in compliance with special .statutory requirements. 
It follows, therefore, that there can bo nothing unreasonable or impracti- 
cable in subjecting such property to the same obligation for the express 
purpose of taxation. 

Tho value of the undivided .shai-c, it is suggested, .should be tho value 
of that share on tho footing that a partition of tho joint property had 
taken place immediately preceding the death of tho deceased coparcener. 
The same principle would apply to a member of a JIalabar taricad, where 
partition can only take place with the con.'^ont of all tho members of tho 
tarwad, and not, as in the ease of a joint Mitakshara Hindu family, at tho 
instance of a single coparcener. 

Any measure passed with this object would have to make it clear that 
the property of the deceased which would otherwise accrue to tho survivors 
should, for the purpose and to the extent of tho duty leviable for probate or 
letters, be deemed to vest in his executor or administrator. 

4. To ensure the obtaining of probate or letters some compulsion would 
he necessarj'. At lU'esout the only direct compulsion is ujion European or 
Anglo-Indian estates which, if over Bs. 1,000 in value and unadministored 
by executor or next of kin of deceased within one month of death, must bo 
administered by the Administrator-General. In considering this aspect of 
the matter it may be observed that tho freedom of Hindu and iVruham- 
raadan estates from this compulsory administration appears to rest upon 
toe view taken by the courts in Tndm at a very early period, that to compel 
Hindus and Muhammadans to obtain probate or letters would be a viola- 
tion of tho Statute 21, George III, chajiter 70, which iirovided that Hindus 
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and Mulianunadans -wero to Iiavo tlieii’ oto law of inheritance and succes- 
sion [see Sulhliorcliunder’ s case (1849), 1 Taylor Bell, 39]. But this freedom 
has, as already shomi, been to a certain extent abolished by the statutory 
requirements of the Bank Act, etc. In cases, too, where the Hindu Wills 
Act, 1870, applies, no executor or legatee can establish in a court a claim 
under a ndll without probate of that toIL 

In England there is no statute directlj' compelling probate or letters; 
but the Stamp Act (o5, George III, chapter 184, section 3) provides a 
penalty for taking possession of or administering the effects of the deceased 
without obtaining probate or letters within six months of the death. It is 
suggested that a similar provision would bo appropriate to persons exempted 
from tiie intervention of the Administrator-General under the Administrator- 
General’s Act. 

5. If legal representation is made comi^ulsory for all estates, the provi- 
sions of sections 187 and 190, Indian Succession Act, should be made to 
apply to all. There could be no hardship in requiring'the production of 
probate or letters as a condition to establishing a claim in respect of ihe 
estate in a court of law. 

The limit of Bs. 1,000 fixed for comijulsoi-y administration by the 
Administrator-General’s Act (section 9) should, it is submitted, be the 
limit for all estates. With regard to estates below Rs. 1,000 no court-fee 
is leviable for a grant of probate or letters (article 11, Court-fees Act, 
1870). It is suggested that where probate or letters was or were not com- 
pulsoiy, a person desirous of recovering debts due to the deceased should 
be left to obtain a certificate under the Succession Certificate Act, YIT of 
•1889, or under section 31 of the AdTuinistrator-General’s Act. 

To obtain a certificate under the former Act an ad valorem duty is 
levied on the amount or value of the debt to be recovered (2 per cent up to 
Bs. 5,000 for a certificate granted by the Administrator-General); 3 per cent 
commission is chargeable on the value of the estate. The Administrator- 
General’s certificate can only bo granted when the value of the assets of 
the deceased does not exceed Bs. 1,000, whereas a certificate under the 
former Act can be given irrespective of the value of the estate. 

It is submitted that in the event of a)l estates above Bs. 1,000 in value 
being subjected to compulsory administration, the Succession Certificate Act 
should be limited in its application where the value of the estate did not 
exceed Bs. 1,000. 

Another matter that may be referred to is the furnishing of sureties re- 
quired by the testamentary rules of the High Court. There is no doubt 
that it is frequently most difficult for a party applying for a grant of letters 
of administration to procure the necessary sureties. It is suggested that 
this difficulty might in some way be met by giving the Court a discretionary 
power to dispense with sureties as under section 81 of the English Court of 
Probate Act, 


Mr. Cornish g’ave oral evidence as follows 

The President. Q. — ^You are Administrator-General, Madras? 

A.— Yes. 

Q. — ^You are the author of certain books on Hindu Law and you were 
a member of the Death Duties Committee of 1922? 

A.— Yes. 

Q. — ^Before wo go into details, I should like to know a little more clearly 
the inter-relation of the vaiuous laws relating to succession. There is a 
note attached to the reiiort of the Death Duties Committee 07r the subject. 

A. — lYe were limited by our torms of reference to making suggestions 
as to the possibility and feasibility of introducing death duties on the 
English model: the result of our report was that wo suggested that an 
estate duty might be levied on the English model. The suggestions we put 
forward wore in the nature of an experiment, and the Bill that has been 
drafted, although giving effect to our suggestions, is hardly a very workable 
Bill. 
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0 —Before rve come to tlie Bill, may I refer to the existing luw? 

I was referring to the note by 3klr. jMnhamnmcl Pazl-ticl-clin . Does that 
note give a snfficiently full account of the existing law? 

A. — ^It is a very full buminary of the law. t 

Q —'Would you mind running through the recapitulation on page 7 
of the Report of the Death Duties Committee and letting us know if it is a 
full silmmary? 

A. — ^There is a mistake with regard to immovable property. At present 
there are three forms of legal representation. There is a probate or letter.s 
of administration, a certificate which is grantable under the Succession 
Certificate Act, also a certificate grantable by the Administrator-General 
when the assets arc below Rs. 3,000. _ A probate can only be granted to 
an executor. Tf no executor is appointed by a will and there is a will, 
lettei's of administration will be granted and that grant of letters of admini- 
stration with will annexed is made to the person who has the greatest 
interest under the will. Tf there is no will, letters of administration arc 
granted to the next of kin. Apart from the form of the grant, there is 
no distinction between an executor and an administrator. Tlien there is the 
Succession Certificate Act which was jjassed for the purpose of facilitating 
the collection of debts and, as I said, there is a certificate which is granted 
under the Administrator-General’s Act. So far as any direct compulsion to 
obtain legal representation is concerned, the only direct compulsion is that 
provided by section 9 of the Administrator-General’s Act, which in effect ^ 
.sa 3 ’.s; In the case of any person who is not an exempted person under the 
Act (and exempted persons are Indian Christians, Hindus, Muhammadans, 
Parsis and Buddhists) leaving assets exceeding Rs. 1,000 in value, if hei 
leaves a will and his executor does not prove the will or he dies not leaving 
a will and his next of kin takes no steps to obtain letters of administration 
Avithin a period of one month from the date of his death, the Administrator- 
General is bound to step in and jn-ove the will or administer the estate. 

tSf/r Percy Thompson. Q. — Supposing that does happen and the Admini.s- 
trator-General steps in, how does it prejudice the iieople concerned? 

A. — It simply means that the Administrator-General administers and 
charges his fees. Tliese vary in different provinces. In kladras the fee 
starts Avith 3 per cent for Rs. 1,000; it. is 4 per cent for Rs. 2,000, then 
4.) per cent, 5 per cent, etc., up to 7 per cent. Though 'the fee is meant to 
coA'or the expenses of the office, it may also be taken _ as a set-off against 
the expenses a priA'ate a.dministrator Avould otherAvise iAicur. 

Q. — Do they cover AA'hat the private administrator AA:ould pay by AA'ay 
of duty? 

A. — No. The dAAty is separate. He pay.s a coui't-fee under the Court-fees 
Act. Over and above this, the commissioAi may be sot off against Avhat a 
solicitor Avould charge for obtainiiAg the graiit on behalf of the client". 

Iai one of Mr. Bii-ley’s notes he grtes a case AA'hero Amry hoaA'^y fees (some- 
thing like 15 iier cent) Averc charged for some Indian Christian estate for 
the imrpose of getting a grant. It Avas suggested that that Avas a very 
lieaA'y impost. It might or might not be, because a client aa’Iio goes to 
a solicitor to obtain a grant might call on him or Avrite to him frequently, 
jAiid the solicitor or vakil is entitled to a charge each time. On one occa- 
sion I had six letters on one day from a beneficiary ; if that person had 
AA-ritten all those letters to a solicitor, that Avould Tiave increased the bill 
considerably. The Administrator-Gciierar.s commission is distinct from the 
court-fee AA-liich is ])ay.ablo under the Court-fees Act. The only people who 
are directly compelled to obtain legal representation are those aa'Iio are 
sAibject to section 9 of the Administrator-General’s Act AA-hich, in fact, 
means Europeans and Anglo-Indians. 

Dr. Faranjpyc. Q, — Hoav do you come to knoAV of the death of a 
person in the cases AA-here yoAi haA’e to step in? 

A. — ^In the mofussil, it is the duty of the District Judge to report the 
death of any non-exempted person to the Administrator-General and to 
take charge of that person’s assets. In Madras itself, one has more or less 
to trust to luck. The death is reported by either a member of the deceased’s 
mm or bj' some friend, or it niay bo that the death is only reported to the 
Administrator-General in some cases many years after the death has 
occurred, and the estate has got into some entanglement from Avhich legal 
representation is the only -means of extricating it. 
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Q. — ^The District .Tuclge has no machinery to ascertain the death, while 
the revenue authorities may have such machinery. 

A. — I know of cases where the death has come to notice years after- 
wards without any notice of tho deat]} being given to the Administrator- 
General. 

Sir Percy Thompson . Q. — ^Tn England, everybody takes out probate or 
lettei-s of administration,- they do so siinplj- because without it they cannot 
deal with any assets of the deceased.- 

A. — There is no escape in England. 

Q. — You cannot deal with the assets of an estate in any way until 
you .have taken out probate or letters of administration. 

A. — ^It may be so here. The other day, I was given an Anglo-Indian 
estate to administer. A lady died and the children wanted to -realize the 
property which had to be sold. Ho purchaser would give any price for it 
ndthout the production of a probate or letters of adminiistration. I then 
found that the husband had died six or seven years before, leaving a will. 
There was no nece.ssity for the fajnily to do anything until the widow died. 
That nieant a double administration at the same time; the hu.sband’s and 
the widow’s estates had to be admini.stei'ed. 

Q. — ^In England, supposing a Inrsbajid died leaving something for the 
support of his wife in tho way of shares, would the companj' pay her the 
dividends ? 

A, — ^No ; that is tho same here. Such cases do occur pi-etty frequently. 
Legal representation is not taken out, because there has been no rirgont 
necessity. 

Q. — ^In the case you have mentioned, tho wife’s income might ho from 
land in which case it is simply a question of changing the name of the 
owner, and there is no particular point in getting the name of the omier 
changed. 

A. — ^Yes, people die without the fact being brought to tho notice of the 
District Judge. I refer only to people who are under direct compulsion 
(Europeans and Anglo-Indians) hj’- virtue of section 9 of the Administrator- 
General’s Act. 

Then you have the Hindu_ Wills Act which ap))lies to wills made by 
Hindus in Madras or outside it, if they relate to immovable property in 
kladras. I am taking tho Presidency town of Madras. The compulsion 
applied there is indirect. Tlio Hindu Wills Act is a skeleton of an Act 
wliich to be effective, has to apply certain sections of the Indian Succession 
Act. Among- those sections of the Indian Succession Act, there is a section 
(which corresponds to_ the English rule of law), which says that if yon 
want to establish a right as executor or legatee under a will in a court 
of law, you can only establish that right as executor or legatee by jn-oducing 
a probate of the will. So that if a Hindu, to whom tho Hindu Wills Act 
applies, makes a -will and if it is not necessary to indulge in any litigation 
to establish a right as executor or legatee under the will, there is no 
necessity to take out any probate of that will. It is onlj' in case the executor 
or legatee has to establish his right as executor or legatee in a court of 
justice that he has to produce a ijrobate. This also has its drawbacks. 

, Q. — Supposing, for instance, he has left some house iiropei-ty by will 
to his sons in Madras, the sons might draw the rents from it : what would 
happen if the sons wanted to .sell it? 

A.-yThe same rule would apply: I was dealing with it from the statu- 
toi-y point of view. Apai-t from statute, there may be the insistence of a 
purchaser or debtor on legal representation being produced. I was dealing 
with the statutory compulsion, direct and indirect. If I may digress again 
for a moment, that section 187 has its drawbacks. I will give you a practical 
instance: A high caste Hindu gentleman died leaving a will. He appointed 
his sons as executors, and among the legatees was a lady of low caste with 
whom he cohabited during his lifetime. The sons did not approve of the 
father’s relations with the ladv or tho fact of her being given a legacy. They 
refused to pay her. She brought a suit. She was met lAuth the objection under 
section 187 of the Indian Succession Act that no right to a legacy could be 
established until a probate had been obtained. After a certain number of 

VII— 35 ^ 
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adjoui-Jiments, tlio matter ivas put into my iiancls. ]jut the ease ended in 
a compromise: tlie sons paid a portion of her claim. Tlie section may he 
a defence to an execiitor against a logateOj because a legatee put in that 
position has to go through a i-athcr oxpensivo and troublesome proceeding 
to cite the executor, etc. 

Apart from the Hindu Wills Act and the Administrator-General’s Act, 
there are certain provisions, e.g., the Tm])crial Bank Act, which has super- 
seded the Presidency Banks Act and the Tndiau Companies Act, both of 
which contain provisions to the effect that if a shareholder^ dies, the bank 
or the company are not bound to rccogniv.e any title to his shares unless 
a probate or letters of administration are produced by the i)erson who claims 
title to those shares. 

Br. Faranjimc. Q. — ^Ti’^ould you suggest making the provision compul- 
sory instead of optional? 

A. — ^Yes. Banks and Tndiau companies have a statutory right, before 
they register a fresh owner of shares which stood in the name of a deceased 
sliareholder, to insist on legal representation being produced. That is what 
I call an indirect forJii of compulsion. 

Sir Fcrcy Thompson. Q. — ^TVould you make that mandatory? 

A.— Yes. 

TUb President. Q. — ^Tnsiirance companies are now seeking legislation on 
the same lines? 

A. — Yes. There is a Bill to amend the Succession Certificates Act. It 
is stated in the "Statement of Objects and Reasons” that the purpose of 
tlie Bill is to compel everybody to prod\ico a succession certificate. If I may 
speak from personal experience as an administrator of estates, I find that 
in practice some insurance companies pay without legal representation : 
others require probate if it is a will or letters of administration and in 
some cases a succession certificate. Apart from that, there are also provident 
fund rules made under the Provident Fund Acts. I liavo in mind the provi- 
dent fund rules made by the M. & S. 51. Railway Company: their rules are 
to the effect that if the provident fund is below Rs. 2,000, the committee in 
charge of that fund may pay out that money to the person who in their 
opinion is entitled to it, hut if the amount is ahove Rs. 2,000, tFe payment 
as a rule has to ho made in accordance with the Indian Succession Act, 
the Probate and Administration Act, or the Administr.ator-GcneraV.s Act. 
It has been held that a nomination form is a will and being a will, it has 
to be proved, so that letters of administration with will annexed has to bo 
obtained. 

Sir Percy Thompson. Q. — Suppose I am a Hindu and one of the 
exempted persons. I have a croro’s worth of land ns to which my title is 
registered. Apart from that, I have also Rs. 10,000 worth of companies’ 
shares. I die, .and the heir asks the companj' to register the shares in his 
name. The company says “No, you must get a jirohato”. Does that mean 
that a Hindu executor will have to pay the .3 ])or cent probate duty on tbo 
whole estate in order to got the Rs. 10,000 of shares? 

A. — ^He ought to. As a matter of fact, T think it occasionally happens 
that you will got a grant which is limited to tho pi-operty foi- which a 
gr.ant is absolutely necessary by .simply not mentioning the whole of tho 
assets in the affidavit of assets. 

The President. Q— If they do th.at, aren’t they liable to a penalty? 

executor is bound to make a full disclosure of the assets and 

liabilities. 

Br. Paranipve. Q. — Should it be done in the case of Hindus or in the 
case of exempted people? 

A. In the case of every one. First of all, in his petition in annexurc 
A as required bj' the CourMees Act, he states all the assets. When an 
executor is .appointed by will, all the jiroperty of the deceased vests on 
him There may be cases where limited grants are given, but, generally 
speaking, an executor applying for probate is bound to show all tho assets 
of tho deceased and not merely those assets for which ho is compelled by 
circumstances to ask for a grant. 



Q. — We luive been told that people only ask for limited granis. 

A. — ^You may have an executor appointed for a particular purjjose f 9 r 
a particular property: in that case, the executor would be justified in 
asking for a limited grant; that is all he would be entitled to. 

The Presideni. Q. — ^Wouldn’t he be liable under section 19 (e)? 

A. — ^Yes, he would; but I have never heard of a case of anyone being 
caught that way. It may be that they have not been discovered, because 
it is a veiw difficult thijig,- especially in a joint Hindu family, to discover 
uliat the assets of the deceased are. 

Q. — I regard it as a hardship.. If a man applies for ijrobate of a will 
and only mentions part of the propertj', he is liable to a statutory penalty, 
and ho can only be excused on the ground of a mistake. 

A. — ^Yes. 

Q. — ^But a mistake of law is no excuse. 

A. — Ignorance of the law is no excuse. If the aiithorities were satisfied 
that the man inade an honest jnistake, thev jnight not press the ijenalty. 
There is a Ufadi-as decision to tho eflect tfiat all the assets must be dis- 
closed. 

Q.— I understand that in re.spcct of a mistake of fact you have no 
alternative hut to impose a statutory penalty. 

A. — I don’t know, but I supimsc that it might be left to tho discretion 
of the revenue authorities. If they wore satisfied that an honest mistake 
had in fact been made because the man was under tho impression that it 
was not necessary to disclose it, they might not ])ress foi- the penalties. 

Hr. Puraitjuvc. Q. — In the ca.se incntioncd by Sir Percy Thompson, 
would it not be po.ssible to avoid getting a probate by taking a succession 
cei'tificato only? 

A. — ^That inight bo so. Only a succession certificate cannot be granted 
where the Hindu Wills Act applies. If there is a will to which the Hindu 
Wills Act ajijplios, I think it has been lield that as a 2 >i’obato ought to be 
granted, therefore, a succession cei’tificate cannot bo granted. 

I now come to tho Succession^ Certificate Act. This enables people to 
obtain a form of legal representation which will satisfy a debtor. Supi>oso 
a man in Avhoso favoiir a iiromissory note has been executed dies. His son 
wants to recover the money duo on that note. Tho debtor can hold tho 
creditor at bay until ho produces a .succession certificate. Such a certificate 
gives full indemnity to tho debtor paying tho debt to the legal roprc.sentativc 
of the deceased creditor. The fees charged under tho Court-fees Act are a 
percentage on the amount of the debt. 

The President. Q. — ^^Vould it bo legal for him to take an indemnity 
bond in lieu? 

A. — ^If tho debtor was satisfied, he might: but a debtor is not bound 
to insi.st on a succo.ssion certificate. Very often it is a way of initting ofl 
tho evil day of iiayment until tho creditor takes tho trouble to get a 
certificate. 

})r. Panmjptjc. Q. — ^'J'he debtor might use it as a lever to get a reduc- 
tion? 

A. — He might. 

Sir Percy Thompson. Q. — In the case T mentioned whoro a man has 
a largo amount of property and some shares, can ho get a cortificatc as well 
as probate? 

A. — The Act .say&_ that a cei-tificalo shall not be granted if probate or 
letters of administration ought to be granted. 

Q. — Ho might be able to get tho .shares by means of the succes.siou 
certificate? 

A.-— If the company do not insist on probate or letters of administra- 
tion, a succession certificate might be sufficient. Take a case to which the 
Hindu Wills Act docs not apply; a Hindu ’has shares in a company, ho 
dies and his next of kin wants to get hold of those shares or, say, money 
in a bank. If the bank or company are satisfied with a certificate, that 
will be sufficient. 
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A if the bank says tlvat tlioy must have a probate before they 

will pW, according to law, ‘he must pay 3 per cent oti the whole of the 
pro 2 )erty. 

It is just the same for letters of administration. A petitioner 

has to' show all the assets unless, as ] .said before, he is entitled to a limited 
grant, say, where an executor is appointed for a limited purpose. 

Q. — Supposing we don’t recognize the heir without the production of a 
probate and the man goes over and gets a .succession certificate. The com- 
pany might say that they won’t look at the succession certificate? 

A. — A company which has adoiAed thai_ provision in its articles about 
recihiring probate or letters of adinini.stration might insist and ,say that 
they liaTO a statutory right to demand a ])robato, it there is a will, or letters 
of administration, jf they insist on that right, the petitioner is bound to 
acquiesce in their demand. If they do not insist on their right, it may bo 
that a succession certificate would be sufficient. For instance, there is no 
hard-and-fast rule about this in insurance companies. Some insist on 
letters of administration or jirobato and some are satisfied with succe.ssion 
certificates. 

Q. — If the comiiaiiy do not insi.st on their .strict rights, what ho would 
probably do is to apply for j/robatc and bnli' disclose those shares. 

A. — He might or might not. A petition for probate or letters of admini- 
•stration has to have a statement of a.ssets and that means you have to 
show all the as.sets. 


The President. Q . — If a next of kin found that a i/robate was neces- 
sary aud applied for a succession certificate, the court would not entci'tain 
that application? 

A. — No. The Di.strict Judge would throw out that application. If 
the court was satisfied that it was a case for a probate or letters of admini- 
stration, then a certificate could not bo granted. 

Q. — IVo were on the succession certificatc.s. , 

A. — The fee charged is a percentage on the amount of the debt to bo 
recovered: 2 per cent up to Fs. 5,000 and 3 per cent beyond that amount. 
If there is a renewal for a fresh debt, the original certificate can bo enlarged 
so as to include the fresh debt and an increased fee levied. An Administra- 
tor-General’s certificate can only bo granted if the assets arc not above 
Es. 1,000, and the fee charged is not on the amount of the debt to bo re- 
covered, but on the amount of the assets. The Succession Cortificato Act does 
not apply in jMadras, so that a penson who in the mofu.ssil gets a .succe.ssion 
certificate and who wants to recover a debt in Sladras, must get a certifi- 
cate from the Administrator-General and instead of paying as in the mofus- 
sil 2 per cent on the a/nount of the debt (if the debt was Es. 200, ho will 
only i)ay Es. 4), he has to iiay 3 per cent on the mnount of the assets 
(if the assets were Es. 800, ho will have to pay Es. 24). 


Sir Percy Thomjyson. Q. — ^Hc can't get it if tlic estate is worth over 
Es. 1,000. 

A. — That is so. The reason is that under the Administrator-General’s 
Act Es. 1,000 is the limit fixed for the Admini.strator-General’s power to 
grant a cei-tificate. 

Q.— A man in Madras, who wants to realize a debt of Es. 1,000 on a/i 
estate worth one lakh of rupees, cannot take out a .succession cortificato 
loj- that Es. 1,000: he has to go to the Admiuistratov-Geueval aud uav 3 per 
cent on the whole of the estate. ' 

A.— A certificate cannot be granted if the assets exceed Es. 1,000. If a 
man has a lakh of rupees and he wants to recover a debt of Es. lEOO, what 
he has to do in Madi’as is to got letters of administration and pay a court- 
ice on the whole of the assets. 


Q. — In other words, 
Es. 3,000? 


in order to recover Es. 1,000, he has to pay 


A. Yes, if the debtor insists on legal rejiresentation. 

T Q— Jio"- go to the proposals for the future? 

. gatiici from your committees report that it is not possible to bring 
oge lei in a single Act the laws rcgai’ding iirobate and administration, 
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succession coi-tificatcs, Administrator-General, rndian snccc'.sioii and Hindu 
wills. Yon did find that considerable amendment in the existing law was 
iiecessaiy ? 

A. — TJndoubtcdlj". The whole legislation bristles with iiiconsistcucies. 

Q. — ^You proposed to continue and amend the existing laws n-hcrcA'er 
possible and to pass a new law which would make tliom applicable to 
the whole of JfadrasP 

A. — That was the .suggestion, because one of the terms of reference nas 
whether it was i)ossible to reinore the existing hardships and inconsistencies. 

Q. — ^Hid you find yourselves somewhat tied by the terms of reference ‘to 
the committee? 

A. — Our report was to try and givn effect to the terms of reference. 

Q. — you were free of any tie of that sort? 

A. — ^Thero is amiile room for' amendment. 

Z?r. raranjpye. Q. — ^AYould yoxi have a consolidated law for all cases? 

A. — T would at all events try and bring everybody into the same fold 
foi‘ tho purpose of cleat]) duties, whether yon call thal death duty, e.sfcate 
duty or succession duty : or whether, as I suggest, you inti-odiice a form of 
compulsory legal representation for evei-ybody. 

T/ie President. Q. — I don’t follow the relation of your following two 
recommendations to one another; You say that “We do not consider that it 
is possible to bring together in a single Act the laws i-egardiug probate and 
admini.stration, succession certificates, Administrator-General, Indian suc- 
cession and Hindu wills.” In the next paragraph, you saj’ that “We hope 
that after no long period of time the existing laws may be repealed and a 
law providing for an estate duty substituted.” 

A. — [f you have an estate duty on the lines of the English Finance Act, 
you could abolish a good deal of the existing legislation relating to succes- 
sion certificates, and so on. You could leave the question of pi'obate and 
letters of administration as they are. I don’t think you could get rid of 
tho necessitj; for probate if it is necessarj’ to establisli the validity or tho 
fact of a will in a court of law: that is a fundamental principle. In 
England the estate duty takes the place of the probate duty; here it would 
take the place of the court-fees, so that if a probate was necessary -out here, 
instead of paying the court-fee (which may be compared with the old pro- 
bate duty in England), an estate dxity would he paid, and the grant of 
probate would be made as in England when the inland revenue authorities 
cortilicato is produced showing that the estate duty 1ms been paid. 

Q. — What is the distinction in England between the probate duty and 
the estate duty? 

A. — The probate duty corresponds to the present court-fees — it was a 
duty paid on probate of a will. 

Dr. Paranjpiic. Q. — If now a man wants to xjrove a ^vill in England, 
he is exempted from any further duty. 

A. — ^Instead of paying the probate dutj-, he now pas^s an estate duty. 

Sir Percy Tliomz)son. Q. — Iti England when a man dies, his executor 
goes to tho probate court and produce.s the -will. 'The court in effect tolls 
him to go and pay estate duty. If anybody objects or there is another 
will, ho has to come forward within a certain time, but as soon as the 
certificate of the revenue authorities is produced, unless there is anything 
on_ the face of it which looks wrong, the probate court grants probate. After 
this, the executor is in a position to deal with the assets. 

A. — ^lu India, probate or letters of administration are not granted until 
the court-fee has been paid. In the jMadra.s High Court, for instance, if 
an executor wants probate, he puts in a jietition to tho. Deputy Eegistrar. 
'J'lie Deputy Eegistrar then secs wlicther tho papers and petition are in 
order. If they are in order, ho is.sues notice, if necessary, to cite anybody 
interested in the will and he also gi^ms directions as to what advertisements 
are to be inserted. When all these things are done, the papers are sent to 
the Judge. If the Judge is satisfied (he is of course guided by the Deputy 
Registrar), he issues his fiat. On receipt of the Hidge’s fiat and after the 
court-fees have been paid, lettei-s of adminisration are issued by the Deputy 
Registrar. 
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Q. — ^AVJieu is tho time to contest a -vvill? 

Wiiat is known as the caveat is filed, which means that nothing is 

to be done with regard to the administration witlioiit giving notice to the 
caveator. Then if there is a dispute, the matter takes the form of a suit 
and is thrashed out in court. 

The President. Q. — Then maj' I come to tlie Bill which was framed — 
Jiot b 5 ' your committee hut by one of your committce-ron the basis of your 
I’eport P 

A. — I do not know who framed it. 

■ Q. — ^At any rate, tliere arc good many references to your report. 

A. — ^Yes. 

Q. — That does not represent what you pro^jose now. 

A. — I think it would he a complicated matter to introduce the estate 
duty on the model of the English estate duty. As f suggested in my memo- 
randum, the least radical and the smoothest way of doing it would be this: 
to take the existing machinery and introduce compulsory legal representa- 
tion for all estates. That is, the Hindu, for instance, would not be siiui)ly 
bound to obtain the probate of a will only if he comes under the Hindu 
Wills Act. What the State should do is this. Just as a bank or a companj’ 
insists on legal representation, so the State should insist, whenever a i)erson 
dies leaving proijerty, on his next of kin or his executor or other person 
interested clothing himself with legal' authority and obtaining legal rc- 
Ijrcsentation either by means of a jirobate if there is a will, or lettci’s of 
administration if there is no will. 

Q. — ^You say “If legal rejn'csentation is made compulsory for all estates, 
the provisions of sections 187 and 190 of the Indian Succession Act should 
he made to apply to all”? 

A. — ^Yes. Section 187 sa 5 ’s that if an executor or legatee wishes to get 
a decree in favour of some right iindcr a will as executor or legatee, lie 
must produce a probate or letters of administration with’ will annexed. 
Section 190 says : “No right to any part of the property of a person who 
has died intestate can he established in any court of justice unless letters 
of administration have first been granted by a court of competent juris- 
diction”. Those two sections merely incorporate the English rule of law, 
that if you want to prove your title as executor or beneficiary, you have 
to produce proof of your claim and probate is the conclusive proof of the 
fact of the will. It is, in fact, the onij' proof which the court will look 
at. 

Q. — Everybody who dies, whatever race ho belongs to, his next of kin 
or somebody else must jiroduce either a probate or letters of administra- 
tion ? 

A. — ^Yes. That is, what I term legal representation. The Englishman 
must do that alwaj’s. 

Q. — ^Would that not do away with the Succession Certificate Act alto- 
gether ? 

A. — The Succession Certificate Act might be limited to small estates. I 
believe that in England there is an Intestate Small Estates Act or some- 
thing like that wliich oiables the next of kin, where' the estate is below 
a certain fixed value, to go and apply to the Ilegistrar and obtain a certifi- 
cate on payment of a small fixed sum. On that analogy I think the Succes- 
sion Certificate Act here might be limited to small estates, say, where the 
assets are below Es. 1,000. That is, for all estates over Es. 1,000 either 
a probate or letters of administration should bo iJroducedj for all estates 
below Es. 1,000 either a succession certificate or an Administrator-General’s 
certificate should he produced ; and thirdly the rate of charge on the Ad- 
ministrator-General’s certificate should bo the same as on the succession 
certificate. I would bring the Administrator-General’s Act into line with 
the Succession Certificate Act. This is what I suggest. 

Sir Fere u Thompson. Q. — ^IVith regard to sections 187 and 190 of the 
Indian Succession Act, you have to take out probate if you want to prove 
the title and you say that_ is borrowed from the English section. But 
surely you have to do more in England. There, whether you have to prove 
your title or not, you still have to take out probate. 
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— go you iroiild liere. Even if the estate was below Rs, lj000_ it 
might be necessary to obtain probate to establish a will. My suggestion 
is that there should always be legal representation. 

' Q. — T was supposing that the man died leaving a property of 
Rs. 1,00,000 in solid cash and his widow and children live perfectly amicably, 
and there is no need to go to the court, n'hon sections 187 and 100 would 
not require probate to be taken out in that case. 

A. — ^Noj thej*^ do not. 

Q. — Hut in England it is necessary. 

A. — ^Yes. 

The President. Q. — In the last .sub-paragraph of paragraph 4, you say : 
“In England there is no statute directly compelling probate or letfcis; biit 
the Stamp Act 55, George III (chapter 184, section 3) provides a penalty 
for taking possession of or admijiislering the effects of the deceased without 
obtaining probate or letters within six mouths of the death”. 

A. — ^Yes: it docs not say that you are bound to obtain the probate. If 
you interfere with the property of a deceased person without obtaining pro- 
bate, then you are liable to the penalty. If my suggestion is carried out that 
evei-ybody should obtain legal representation, that indirect compulsion pro- 
vided by the English Stamp Act might be aj^plied to people who are now 
exempt from the intervention of the Administrator-General. 

Q. — That gives us your general scheme of levying the duties. Now, 
would jmu graduate the duties? 

A. — ^My own view is that the best plan would be to charge a small 
duty; have a low minimum for taxation and charge small duties. I doubt if 
graduated duties are necessary. You take the ordinary case of a Hindu 
estate. The property generally goes to the son or he gives_ the widow a 
life estate and makes provision for his daughter. I think if you have a 
small scale of duties, graduation is not necessary. 

Q. — ^But surely the bigger estate should pay more than a smaller estate 
does. 

A. — ^I meant graduation on the groxind of relationship. I have no objec- 
tion to having a graduated scale of duty depending on the value of ttio 
estate. I think large estates should pay more. 

Q. — ^Tlie proposal in the Bill regarding graduation according to the 
degree of relationship is to have one-third jnore in all cases except in the 
case of a husband or wife of the deceased, or a lineal ancestor, or lineal 
descendant of the deceased. 

A. — ^They got that from the English scale. 

Sir Percy Thompson. Q. — ^You know there are two duties in England 
which are entirely separate. One is an estate duty which is progressive 
according to the size of the estate, and which has nothing to do with 
the beneficiaries. Then, on the top of that and quite separate from that, 
there is a legacy duty which is a duty which varies from 1 to 10 per cent 
according to the degree of relationship of the legatee; and it seems to 
me to be very difficult to combine those two kinds of duty. Now we want 
to know whether you would graduate the estate duty according to the size 
of the estate, 

A. — Certainly I would graduate it according to the size of the estate. 
But T think it would be very difficult to graduate it according to the degree 
of relationship; because the Hindu does not often leave the property to a 
complete stranger. Even when he makes a will he will give it to a member 
of the family. 

Hr. Paravjpye. Q. — ^If a Hindu has no sons and dies intestate, the 
mdow gets a bare maintenance au'd the estate may go to a second or third 
cousin. And in that case is it not reasonable to charge a higher duty? 

A. — ^Undoubtedly. 

Q. — Such cases very often occur? 

A.— hfy own impression is that the Hindu when he makes a will does 
not generally leave any property outside the family. 

Q. — ^If he does not make a will at all, the estate goes according to the 
Hindu Law to a fairly distant relation, to his second or third cousin? 
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— Yes. I was thinking that if you have a small duty, graduation Avould 
not be necessary; because the lu'operty generally goes to one within the 
family. 

Q. — ^You have given ns an excellent and clear account of the position of 
the law. Is the law common to the whole of India? 

A. — ^Yes. 

Q. — ^Rates of duty? 

A. — I think Bengal and jMadras have special Court-fees Acts. 

The President. Q. — Also the Hindu Wills Act is very partial in its 
apijlication ? 

A. — ^Yes. 

J)r. Paranjime. Q. — ^You would have a common law for -all India? 

A.— Yes. 

Q. — ^Ahout the courts which are to administer the law, do you think 
that the ordinar5' judicial coui-ts would bo suitable for the administration 
of these duties? 

A. — do not see why they are not. 

Q. — The work of the courts will he enormously increased, and this is 
work which lies outside the purview of these courts. It is really a revenue 
matter. 

A. — ^IVhat I suggest is this; follow the English model; introduce 
District Regi-stry as in England: do what they do in the High Court of 
Madras, where the Deputy Registrar practically issues the grants. The 
petitions come before him and after doing all the preliminary Avork, he 
places them before the Judge Avho authorises the issue of the grants. At 
Home you liaA’e the District Registrars. The man goes to the _ District 
Registry and gets his grant there. I think it Avould be quite simple to 
make the Registry an offshoot of the District Court, which will deal with 
petitions for grants ordinarily and if it is a contentious one, it will go to 
the Judge. 

0 . — Seeing that a large number of cases hero are concerned wdth land 
or other immovable property — which is not the case in England — ^the revenue 
authoi-ities will luvA'^e to bo consulted practically iii over3’ case. So AA'ould 
you not leat'e this to the reveiuie courts? 

A. — That is an alternative scheme. iMy idea was to keep things as they 
are and enlarge probate registry in district coui-ts aiid _ leav^e it to the 
revenue authorities to be satisfied AA’hethcr a correct A’-aluation has been pAit 
in. 

The President. Q. — Is it not the case at present that the High Court 
apimints from time to time such judicial officers? 

A. — ^Yes, the di.strict delegates. But a district delegate cannot deal 
Avith contentious applications. He AA’ill haA'^e to refer them to the Judge. 

T)r. Parant'pye.^ In England most of the AA'ork is done bj' the reA'enuo 
authorities and it is onlj' a formal matter for the courts. 

Sir Percy Thompson. Q. — ^You liave j'our probate court? 

A. — In the High Court aa-c haA'e the Deputy Registrar aaIio deals Avith 
all probate mattei-s. 

_ 0. — ^IVhat happens at present is that the man applies to a certain 
judicial authority for probate, and the judicial authoritA’ says “Pay so 
]nuch by AA-ay of court-fees and T Avill give it: I am satisfied of A'our title bub 
paA' so much court-fees’’. Now the sugge.stion is that the judge should say 
*'r ,0.111 satisfied AAutli^ vour title ; go and uaA’ AA'hat the I’evenue authorities 
decide and then I aaIII giA’e j’ou your probate”. That is the only change? 

A.— Yes. Or 3-ou may leave it just as it is noAv. That is, the state- 
ment of the assets is sent to the Collector who can scrutinize it and enquire 
into its aecuracj'. 

Q. — The only change is to AA-honi the fees should actually bo paid? 

A. — ^Yes, Use the existing machinery and expand it if necessary. 
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Dr. Paranjpye. Q. — ^You don’t consider that any legislation of this 
nature ’ requiring compulsory succession certificate or probate or letters of 
administration will he considered to he an encroachment upon the under- 
taking given hy the Government? 

— You must have some compulsion. If a company has the right to 
insist on legal representation, the State has equally the right to say that it 
will not recognize anj^hody as having a title to the deceased’s property- 
unless he establishes that title bjr means of legal representation in the form 
of probate or letters of administration. 

Q. — On whom do you throw the responsibility? 

^ 4 , — On the next of kin. That may be the eldest son or if he is a minor, 
his guardian. No letters of administration or probate can be granted to 
a minor, 

Q. — Now let us come to the vexed question of the Hindu joint family. 
If a person dies, would you apply the rates of duty only to the portion 
of the deceased? 

A. — ^Yes. 

Q. — Then don’t you think that will be treating the Hindu family 
mucli more favourably than others? 

A. — ^That seems to be inevitable. If the deceased person had only a 
right to demand a particular share of the propertj’, I don’t see how 3 -ou 
can tax it on the same footing as you would tax the full owner. For in- 
stance, suppose A and B, father and son, have property worth Rs. 10,000 
between them. In a partition each will take Rs. 5,000. If A dies, tax 
A on the share that he would have got had the partition taken place. 
Suijpose B dies afterwards. Then you tax him on the whole Rs. 10,000. 
You are bound to get the full amormt some time or other, either when the 
propertj’ begins to be ancestral, Avhen it makes its first descent or some time 
later when it passes to a single survivor. 

Q. — ^Now suppose, there is an ancestral propertj' worth Rs. 10,000; there 
is a father and one son and they are Hindus. Then when the father 
dies, onlj' Rs. 5,000 will pay the duty. The son will not die for the next 
30 j'ears, and the remaining Rs. 5,000 will pay duty on his death. But 
it may happen that that son has himself sons, in which case the whole of 
that Rs. 5,000 will not pay the duty, 

A. — ^It might be split up and the portions may pay the duty. But I do 
not see how j'ou can avoid that. If A and B are two members of a joint 
family,' at one particular moment each of them may be entitled to half of 
the propei-ty. But sons come and reduce the potential share. 

Q. — ^The real principle is that the State comes in for its share at the 
time when the e.state passes from one hand to another. That being the 
principle, in a Hindu family, property passes not only on death but also 
on birth. If j'ou are to treat all communities on the same level, you .should 
charge duty both at the time of death and at the time of birth. Theoreti- 
callj', that will be the in-opor principle. 

A. — ^jMj' view is that it is impossible. 

Q. — Sui)pose at present you register the property held by everybody. 
Then treat all people as if they were governed by the Indian Succession 
Act, so that if sons are born after the regi.stration has been made, ehai-gc 
on the whole property on the death of the father, and then wlien’the soji 
dies, don’t charge it just as in the case of a Christian. 

A. — That would be doing violence to the whole idea of the Hindu co- 
partnership. 

Q- — You don’t interfere with the law of succession at all. Only so far 
as the pajmient of the duty is concerned, we treat the propertv as if it were 
governed by the Indian Succession Act. 

A. — ^In other words, you fix the sliare for the lifetime of that particular 
individual ? 

Q. — ^Yes. In a family if there is one person of the highest generation 
on lus death you charge it on the whole estate. If there are three persons 
of the highest generation, then we may charge each at one-third of the 
rate. But while a portion of the highest generation is living, we do not 
charge one in a lower generation, 

A.— That would drive, I think, joint families into partition, 

Yll— 36 
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Q. — Tlieu you have got the life interest of the widow in the family, yoii 
will have to allow a rebate for that also. Therefore in finding the corpus 
of an estate, you will have to consider all these circumstances. 

A. — ^Yes. But I do not know how you are going to fix the money value in 
all these cases. 

Q. — ^There should be no difficulty at all. 

A. — If you take a Hindu family with a number of brothers, they may 
have a partition, or they niay be entitled to partition, but when they make 
a partition, they will still have the encumbrance of the liability for marr 5 r- 
ing their sisters', etc. So also if tliera is a widow, her right of maintenance 
and I'csidenco in the joint house have to be considered. These are all en- 
cumbrances upon the joint Hindu family. I do not see how you are going 
to put a inonej' value upon them. So bj’']etting the Hindu family off a little 
more cheaiily, j'ou do to a certain extent compensate for the other charges 
to which the Hindu family is liable and to which no English or Anglo- 
Indian is liable. 

Q. — Supposing a partition takes place where there are four brothers 
and three sisters, the latter do not count? 

A. — ^No, in some parts of India, but not in this Presidency, sisters are 
. entitled to a share, but, generallj' speaking, the family are liable for 
Ihc femald relations who arc not married. Thej' would be liable for marriages 
and for maintenance. 

The Presiderti. Q. — ^IMay I put to you another point from Mr. Fazl-ud- 
din’s note? Ho says “Under the Hindu joint family .system there is as 
much chance (absent in the Engli.sh system) of decrease in one’s inter- 
est in the joint family jiroperty by the birth of fresh members as there is 
,of increase by death as under the English sj-stem. if it is considered 
reasonable to levy estate duty on deaths, it must be eqiually deemed rea- 
sonable to compensate for decrease bj' births and that cannot be considered 
practicable.” 

A. — do not see how it is practicable. Under the English joint 
tonancj% there is no iirospcct of the shares decreasing, and there is no 
possibility of fresh joint tenants coming in. In the case of the Hindu joint 
family, there is fluctuation the whole time. 

The Maliarajadhiraja Bahadur of JBurdivan. Q. — 1 may say, to begin 
with, that I do not think in India we have as yet come to the stage that 
by one stroke of the pen you can make for all the Hindus of India one kind 
of law. For instance, in Bengal you have the Dayabhaga Law and in 
!Madras and other places you have Mitakshara Law. 

Hr. ParaJijpyc. — ^If I may be allowed to explain, I do not want to 
interfere with the succession, but so far as the duty is concerned, I would 
regard them all as on the same level. 

The Maliarajadhiraja Bahadur of Burdxvan {continuing) — I quite see 
what Dr. Paranjpye has said. Befoi'e I come to the point which he has 
raised I wanted to refer to the case you just put before us where a lady of 
lower birth or class than the man who made the will contested for a certain 
amount of money as a legacy which was left by the man, and in that case 
you said that the case came up before you and it was compromised. 

A. — Yes. 

Q. — Supposing there had not been a compromise, the lady would have 
had difficulty in getting the profit of that particular will, because the sons 
who were against her probably had made up in their mind to take the 
whole property. In the case of that kind what is your opinion about the 
remedy? ; 

A. — I have no doubt that there was a remedy under the Administrator- 
General’s Act. If a Hindu or Muhammadan dies leaving the assets within 
the local jurisdiction of _ the High Court and there is the danger of waste 
or fear of misappropriation then the High Court can issue an order directing 
the Administrator-General to administer the estate or to take charge of it. 
There is not the slightest doubt if it had been fouglit out I- should have got 
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A. — It would depend on wliotlier the property was the separate pro- 
X)ert 3 ' of B or the joint propei-tj' of B and C. 

Q. — The other question put to you was by Sir Percy Thompson about 
readj' cash. Tt is perfectlj' clear that if a bank or Indian company insists 
on probate, the man would have to take probate on the whole of the pro- 
perty, even if it is ten lakhs of rupees. But suppose a man has Government 
promissory notes worth a lakh of luipees and he does not take a probate of 
the will, can he get them transferred to his name? 

A. — ^tinder the Indian Securities Act, certain provisions have been 
made for the renewal of notes which .stood in the name of a deceased, and 
under that Act I believe the constituted authority can, if satisfied that the 
pronotes .stood in the name of a member of a joint Hindu familjq after 
onquir 5 ' and being satisfied that the due claimant has stepped into the 
shoes of the former, traiisfer or make a renewal of the notes in favour of 
the new man, and I think that particular section is equally applicable to 
the member of a Malabar tariraJ. It maj' be that under the Act a transfer 
can be made to the next of kin without producing legal representation, 
but I am not sure about it. 

The Maharajaclhiraja Bahadvr of Burdwao. — I know of a case in Calcutta 
where a zamindar, before he died (and he died in his full senses), trans- 
ferred all his promissory notes to different people, so that they might escape 
pa 3 'ment of tax. 

Sir Percy Thompson. Q. — ^AVith regard to this question of the Hindu 
family, is not the whole theory of estate dut 3 ' that 3-011 pay on the value of 
the assets of the deceased which pass on death? 

A. — ^Yes. • - 

Q. — Suppose in a Hindu family there is a father and a son and the 
assets arc Ks. 1,00,000. When the father dies, you have to enquire what 
is the value of the assets belonging to the deceased which pass on death. ,1 
know it cannot be sold in open market. But you have to imagine what the 
value would be if the estate worth Bs. 1,00,000 were sold in open market, 
subject to the liability that at any moment some person could claim a share. 

A. — ^That is so. For certain purposes, the potential share of a coparcener 
is regarded as assets, that is to say, under the Civil Procedure Code, ancestral 
property in the hands of a son is made liable: a creditor can proceed against the 
ancestral property which is survived to the son after the father’s death. That 
rests on a special rule of the Hindu law that a sou is liable for the father’s 
debts, or a joint estate which survives to a brother ma 3 -, under certain circum- 
stances, be liable for the debts of the brother. One brother is not liable for 
another brother’s debts according to Hindu Law, but if one of two brothers 
(A and B), incurs certain debts, he may mortgage his share or sell it — ^before 
the purchase is completed, he might die or he might incur some debt in 
respect of which a creditor has obtained a decree — if the creditor obtains 
and gets an attachment of the share before his debtor’s death, he can still 
pursue his remedy after that debtor’s death against the share in the hands 
of the survivor. He can work out his remed 3 ' by means of partition. It has 
been held by Justice Kumaraswami Sastry that the Administrator-General 
can, in order to ascertain whether the value 6 f an estate is helow or above 
Bs. 1,000, take into account the value of the share the deceased may have 
had in any joint property. In the particular case I mentioned there were 
two brothers, the surviving brother had applied to me for a certificate. • The 
separate estate of the deceased Avas under Bs. 1,000. The deceased brother 
being joint and the living brother having applied for a certificate, in 
order to judge Avhether the whole estate of the deceased was below or above 
Bs. 1,000, it was necessary to take into account the half share of the deceased 
brother in the joint propert 3 '. 

The President. Q. — One witness told us that the Indian Succession Act, 
which applies to Christians, renders it obligatory on members of this com- 
munity to take out probates for all wills. 

— Section 187 applies : it is only in the case of an Indian Christian 
requiring to establish a claim in court as executor or legatee that he must 
obtain probate. If it is not necessar 3 ' to do that, he need not take. probate. 
Indian Christians haA'e been specially exempted from' section 190. 
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Mr. C. B. COTTERELL, C.I.E., I.C.S., Secretary to the Govern- 
ment of Madras in the Bocal Self-Government Department, 

was next examined. 


Written memorandxini of the Bocal Self-Government Department, 

Madras. 

Taxation and Finances of Local Bodies. 

Q. 106. — ^As a general proposition the main criterion for levying the 
taxes necessary for national services is no doubt ability to pay and for local 
services ni'easure of benefits received, but it is difficult to assess the extent of 
local benefits jiroperly. Services like xvater-supply and drainage, construction 
of bridges, benefit not only the residents of tlie day who largely contribute 
towards their cost and upkeep but also the posterity and the visitors. Again, 
the nation has a great interest in maintenance of such services intended 
to keep local areas health 3 ', as in the event of an epidemic ^breaking out, 
the whole nation suffers’. Services which immediately benefit the local area 
are sometmes ultimateJj' jiational in cliaracter, and it is right that all 
persons who are able to pay should contribute towards thpir upkeep. 

Q. 107. — ^It is desirable to give local bodies further powers of taxation. 
The following taxes now included in Schedule I of the Scheduled Taxes 
Rules and assigned to Local Governments should be transferred to Schedule 
II: — 

Item 4 ... ... Tax on advertisements. 

Item 5 Tax on amusements. 

Item 8 Stamj) dutj- other than duties of which the 

amount is fixed by Indian Legislation. 

Thej’ are reallj’ taxes to which the local bodies have a preferential claim. 
The Government of India have permitted the introduction of a Bill in the 
Legislative Council to enable local bodies to levy a tax on entertainments. 
The Corporation of Madras has I)een alrcad 5 ' permitted to levy a dutj' of 
2 ijer cent ad valorem on transfers of property effected within the limits 
of the city. This duty is levied as a surcharge on stamp duty. Terminal 
tax should be levied on passengers also. The following words against item 8 
in Schedule II should be omitted: — 

“save where such tax is first imposed in a local area in which an octroi 
was not first levied on or before the 6th Juh' 1917.” 

Rule 7 of Schedule V of Madras Local Boards Act, 1920, provides for a 
voluntary transfer to district boards bj’ Local Government of a poz'tion 
of the abkari revenue. The Financial Relations Committee appointed bj' this 
Government in 1920 recommended that local bodies should bo empowered to 
levy a surcharge on excise revenue. It seems izreferable to permit local 
boards to lov.v a sui-charge to assigning a portion of the revenue to them. 
If a tax on tobacco is levied, one-fifth of the i-ovenne so i-aised should be 
assigned to local bodies. The whole of sale license fees in municipalities 
may be assigned to municipal councils. 

It is not necessary that the levy of any specific taxes should be imperative. 
The local bodies may be trusted to levy the main taxes required to maintain 
their services. If the lex^ of taxes is made imperative, local bodies are 
likely to resent it as an undue interference with local self-government and 
there seems to be no reason wh.y Government should take the ‘onus’ of 
forcing local taxation. 

Q. 108 . — So far as octroi is concerned, this Government has no experience 
of the tax as it is not levied in this province. As regards house tax, land 
tax and land cess the Government consider that they are satisfactory from an 
economic point of view. Persons who pay the taxes' derive benefits which 
accrue as a result of the local bodies maintaining services like roads, 
sanitation, lighting, etc. The local bodies cannot at present afford to lose 
the income from any of the taxes specified in Schedule II. It is possible that 
income from remunerative enterprises can be developed considerably if the 
local bodies make a real effort to develop these sources. In this connection 
attention is invited to G.O. No. 862, L. & M., dated 1 4th March 1925, in 
Annexure I. They can maintain the existing services in an efficient standard 
and the surplus left after meeting the cost of services may perhaps in course of 
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thno onablo tlio local bodies to j-cducc tlio rate of taxes or to abolish some 
of thorn. There is no indication that at present the local bodies liaA'O explored 
the possibilities of developing those resonrees. 

Q. 109. — ^As stated before, this Government Inn'e no exijorienco of 
octroi. So far as terminal tax is concoimed, the objections referred to in the 
case of octroi do not apply. The tax is at present levied by the Corporation 
of Madras on timber only and they have not felt any difficulty in assessing 
and collecting tho taxes. 

Q. 111. — ^Tho local boards depend vcr.y largely for tho money required to 
maintain roads on tolls. Thoj’ cannot afford to forego this income. In tho 
case of municipalities the income is considorahlo and tho councils null find 
it difficult to lose this source of revenue. In tho iiresent stage of advancement 
in India tolls are probably^ less objectionable than ivould be an increase in 
direct taxation. Net receipts from tolls .should be spent entirely on tho 
roads. Government would bo jn.stifiod in insisting on this. 

In the Local Hoards and District hlunicipalities Acts of 1920 tho rate 
of toll on carts was I'oduced from As. 4 to As. .3. The local bodies complained 
that this involved considerable loss of income and the rate was subsequently 
restored to As. 4 with the apiiroval of the legislature. In this province .at 
any rate, tolls have been found nece.s.sary. The minimum limit of distance 
is 20 miles between gates in local board areas, but the distance is reduced 
to 10 miles in- tho case of rates near municii)al limits. Exceptions to this 
rule are allowed in some c.asos. These limits have proved satisfactory. 

Q. 112. — Tho answer to both parts of tho question is in tho affirmative. 

In the case of local boards, tax on houses and land cess arc payable by tho 
owner or occupier. In the case of munici])alitics the ])ropcrty tax is leviable 
from tho owner. The owner can always shift the burden of the tax to tho 
occupier. 

Q. 113. — The existing enactments do not lay down any limit in regard 
to property tax on lands and buildings, but in tho case of land cc.s.s a 
maximum of 1 anna G pies in tho rupee of alniunl value is laid down. It is 
proposed to legislate for raising this rate to 2 annas. Tho cxislonco of a 
maximum tends to the boards being short of funds and to neglect of services, cs 
Its removal will not lead to local bodies raising the rates unnecessarily. 
On tho other hand, their tendency .always is to rodtico tlio r.ate.s wherever 
possible. It cannot be said that the^ presence of a maximum limit forccw 
them to adoi)t other forms of taxation loss defensible from an economic 
standpoint. The limit on land cess may bo removed. 

Q. 114. — Under proviso (c) to .section 84 of the District ^[unicii)alitle.s 
Act, 1920, it is open to a municipal council to exempt any biiilding or land 
from property tax if tho annual value of tho same does not exceed Es. 18. 
The limit of exemption in the City of IMadras is Es. .3G — vide prox'iKo (r) (1) 
to section 102 of Act TY of 1919. Tho litnils are reasonable. 

Q. 115. — The municipal (‘ouncil .should have the power of i-ating land 
according to its annual value. 'Where the annual value cannot bo c.stimated 
the.coxincil should have the power of taxing either on extent or on cainb.al 
v.alue and in the latter case a percentage of the capital value not exceeding 
the ordinary rate of interest, say G per cent, .should be taken as the basis 
of assessment. Tho imnrovcmonts eiTecled by tho owner or occupier .should 
generally be exempt. If land value goes uj) as a result of the activities of 
the local authority, they should have power to tax tho unearned increment. 
The tax on urban bands should go entirely to munk'ipal revenues instead of 
partly to Government and partly to councils as at present in this province. 

Q. IIG.— Government have no experience of a tax on cotton. Profession 
tax has been levied in municipal areas for a long time and in local board 
ai’eas since 1st April 1921. The companies tax was inti'oduced by the Acts 
of 1920 and is levied in both municipal and loc.al board areas. In many cases 
the taxes .are not a.ssossod properly. Both profession and companies 
taxes are most suitable to municipalities. Tho local boards experience 
considerable difficulty in assessing _ and collecting the taxes. Tho tax on 
companies .should be levied on net income instead of on tho paid-uji capital, 
gross profits or business turnover. 

Q..117. This Government h.ave accepted the following general iirincinlcs 
regarding provincial subsidies to local bodies; — 

. ordinarily grants should be made for specific services and not 

in aid of the general resources of tlic local bodies; 

« ' 
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(2) (a) that Government aid to local bodies should be confirmed to 
certain services which are semi-national in character, 

(b) that the aid may take the shape of the central administration 
of a service or part of a service (in which case the whole cost of such 
administration will he borne from provincial funds) or of a payment to the 
local body of the cost, or part of the cost of administering the service, 

(c) that the Government will determine from time to time wJiafc 
services ai’e to be regarded as semi-national and which of them should be 
centrally administered ; 

(3) that exceptions to the general rule in (1) above are admissible in 
the case of (a) specially poor local bodies, (b) i^ilgrim centres and 
(c) sanitaria. 

Cost of national services like trunk roads and hospitals at headquarters 
should be contributed wholly by Government. In the case of semi-national 
services like profusion and upkeep of second-class roads, schools, hospitals 
and dispensaries, water and drainage works, the Government .should bear 
a portion of the expenditure incurred by the local authorities. Important 
services like those of district board engineers, district health officers should 
he retained in the hands of Government and paid by them. _ Services which 
are parochial in nature like upkeep of village roads, sanitation and lighting 
of streets should be attended to by local bodies themselves. 

Q. 118. — No such stimulus exists in this province. Government super- 
vision of essential services is necessary to secure a degree of efficiency in 
the admini-stration. This Government make the grants for trunk roads after 
obtaining reports from Superintending Engineers as to their condition. 
Similarly, in the case of second-class i-oads, the half-grants are disbursed on 
the reports of the Collectors. Education and sanitation are largelj^ controlled 
by Government inspecting officers. The above system of control works 
satisfactorily. 

Q. 119.— j-Some of these taxes are already levied in somewhat different 
forms in this province. Local bodies in this province are empowered to 
levy profession tax and companies tax. Business profits and capital stock 
of corporations will come under the scope of these taxes. In hill munici- 
palities the District Municipalities Act provides for the levy of a servant’s 
tax from employers of sorvaiits. Local bodies generallj' may levy licence fees 
on hotels. Land cess may he levied on mines. 

Q. 160, — ^Yes. Non-tax resources like markets, cait-stands, slaughter- 
houses. avenues, etc., should he developed before additional taxation is 
resorted to. 

Q. 161.-|— The present system under which district and taluk hoards levj' 
a land cess is satisfactory. No minimum need he laid down to the percentage 
of land revenue which may be levied by boards as a surcharge, jit present, 
though the maximum is only 1 anna 6 pies of the annual value, some local 
boards are reluctant to levy the cess at the maximum permissible. 

Q. 162. — Central and Provincial Governments should certainly pay 
property tax on property owned by them within the limits of local authorities. 
If the Government seek exemption from payment of local rates, the subsidies 
to local bodies will have to be correspondingly raised. Local bodies are not 
now accorded any preferential treatment by the Government in regard to 
levy of customs on imported stores or land revenue on the property of local 
bodies. 

Qs. 167_ and 171. — So far as assessment by local bodies is concerned, the 
experience in recent years has been that taxes are not proporlj^ assessed or 
collected. The work of assessment and collection should not be done by 
persons dependent on the votes of the electorate. It should be done by a 
paid agency. In larger municipalities an officer of the grade of deputy 
collector may be appointed to make assessments and to be in charge of 
collection work. In the case of smaller municipalities an officer of the grade 
of deputy tahsildar should ordinarily suffice. The officer should be appointed 
with the approval of Government. He should probably be called ‘executive 
officer’. He should be empowered to revise the assessments periodically 
without any interference from the local bodies. The appellate power now 
granted to local bodies in regard to revision of assessments should be taken 
away or, if it is retained, the assessing officers should be given the power of 
moving the court to revise the council’s decision, 

Vn-37 



290 


ANNEXURE I. 

G.O. Mis. No. 862, L. & M., dated 14th March 1925. 

The importauce of developing the income from remunerative enterprises 
has more than once been brought to the notice of tlie local authorities. 
Their attention is invited to paragraphs 211 to 220 of the Report of the 
Financial Relations Committee communicated with G.O. No. 1193 L., dated 
27th November 1920, and to G.Os. No. 707 M., dated 25th Mas' 1920, and 
No. 1206 L., dated 3rd December 1920. 

2. A study of the figures for 1923-24 produces the following results. 
The income from railways is not taken into account. The district and taluk 
boards realise a surplus of Rs. 5,02,000 in 24 districts. Of this amount 
Rs. 2,80,000 was realised by four districts. The average for these four 
districts is Rs. 70,000. The union hoards in 24 districts realise Rs. 3,02,000. 
Of this amount nearly Rs. 1,38,000 was realised by the union boards in five 
districts. The average for these five districts is Rs. 27,600. Among munici- 

' palities the figures are as follows: — 80 towns realise a surplus of Rs. 9.05 
lakhs. Of this amount over Rs. 4.2 lakhs-was collected in 13 tornis. Tlie 
average for these 13 towns is Rs. 32,300. 

3. If these average amounts had been attained by the other local bodies, 
the result would have been a net revenue for disti-ict and taluk boards of 
Rs. 16.8 lakhs, a net revenue for union boards of Rs. 6.62 lakhs and a net 
revenue for municipalities of Rs. 25,84,000, that is to say, the net revenue 
from these remunerative enterprises to local bodies in the Presidency would 
have been Rs. 49.3 lakhs instead of less than Rs. 17.5 lakhs. 

4. The Government are of course aware that the conditions in districts 
differ considerably, but it is by no means a safe assumption that it is the 
richest districts which make the most money out of these ■ remunerative 
entei'prises. The district and taluk boards in Kistna district, for instance, 
made no net revenue from these sources for 1923-24. The Government are 
convinced that it would not be at all unreasonable^ to expect an average of 
Rs. 70,000 for district aird taluk boards in a district, of Rs, 27,6i)0 for the 
unions in a district and of Rs. 32,300 for a municipality, 

5. The Government trust that the presidents, chairmen and members 
will ponder these figures and paj’ real attention to the development of these 
resources. They consist mainlj' of markets, cart-stands, slaughter-houses and 
avenues. It must be remembered that these are perhaps the most satisfactoi-j’ 
sources of local revenue. The payments are not in the form of taxes but 
are definite payments for value received. A man who wants a stall in a 
market has no objection whatever to paying a reasonable price for it. In 
fact he would much sooner do so than not have facilities for selling his 
goods. These payments therefore avo'd the most objectionable feature of 
all taxation, viz., the unwillingness to pay. The Government trust that a 
real effort will be made to develop these resources not onlj’ in the financial 
interests of the local bodies but for the provision of increased facilities and 
amenities to the public. 


Necessitv for retaining Tolls, Defects in Assessment and Collection 
BY Elected Bodies and -^vats for ijiproving the Finances 
OF Local Bodif.s. 

Octroi is not levied in this Presidency, Tolls are. The amounts coL 
leered from tolls and the other taxes are compared in the statement A 
below. In_ municipalities tolls bring in over Rs. 13 lakhs and the district 
boards derive nearly Rs. 30 lakhs from this source. This income represents 
about 14 and 12 per cent respectively of the total ordinary expenditure of 
municipal councils and local boards. The bulk of the income is derived from 
tax on buildings in urban areas (municipalities and unions) and from 
land cess in rural areas, but few local bodies can at present afford to lose 
tne income from tolls. In the case of municipalities in the Coimbatore 
aistrict, e.g., Dharapuram, a large portion of thp revenues is derived from 
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tolls and it ivill be difficult to replace tolls by another source of revenild. 
Taxation by tolls is an out of date method of taxation and has been tor some 
time abandoned in most Euroi^ean countries except in special cases as 
for payment of the cost of a bridge, but it is difficult to see hoiy the income 
derired, ivliich is in most cases essential, can be otherwise provided. State- 
ment B shows the relative income from tolls, other taxes, non-tax resources 
(markets, avenues, railways, etc.) and Government grants and contribu- 
tions and the percentage of income from such source to the total ordinary 
expenditure in the case of a few typical municipalities and local boards. 

2. Assessment and coUeciion of taxes hy local bodies . — Attention is 
solicited to the answer given bj' this department to Qs. 167 and 171 of the 
Taxation Committee. The fact cannot be disguised that recently the stan- 
dard of collection by municipal councils has deteriorated. In the case oi 
as many as 25 municipal councils- (out of 80) the Government are at present 
watching the progress of collections month by month and in one case 
(Tiruvalur) they have already taken collection work out of the hands of 
the council. It is likelj' that the Government will have to do the same thing 
in regard to a few more councils this year. A comparison of the record of 
collection in 1923-24 with that of a decade ago shows that there has been 
a serious decline. In 1913-14 the councils were able to collect 96 per cent 
of their revenues, while in 1923-24 the ’collections were 82 per cent of the 
demand (vide paragraph 66 of the -General Municipal Review for 1923-24). • 

Assessment of taxes also is not properly done. The Examiner of Local 
Fund Accounts has brought to notice several cases in which municipal 
councils have neglected to make proper assessments and to ensure growth 
of revenue (vide paragraphs 9, 11 and 13 of the Audit Report for 1922-23). 

An instance of gross carelessness in assessing taxes may be found in 
Conjeeveram (G.Os. No. 2274, L. & M., dated 15th October 1923, and 
No. 1842, L. & M., dated 4th July 1924). 

A note showing the ways in which the finances of local bodies may be 
improved is appended. 


STATEMENT A. 


I. — Ali,* Municiwlities. 


Name of tax. 


Total 
collections 
in 1923-24. 


Percentage 
of column 
(2) to total 
ordinal y 
expenditure 
(Es. 92-65 


(1) 

(2) 

KS. 

lakhs) 

lakhs) 

(3) 

A. — District Mtniiciptdities Act. 


(1) Property tax — 

- 


(i) For gcneial purposes 

27-03 

29 

(ii) "V^^ater and diainage tax . . 

12-02 

13 

(iii) Lighting tax 

.. 0-23 

0-2 

(iv) Railway tax 

(not levied by any council). 


(2) Tax on companies 

1-19 

1-6 

(3) (v) Piofession-tax 

5-76 

6 

(i) Surcharge on ino'me-tax 

(not levied by any council). 


(4) Tax on carriages and animals . . 

3-46 

3-7 

(6) Tax on carts 

1-75 

1-9 

(6) Tax on servants 

0-10 

0-1 

(7) Tolls 

13-46 

14-5 

(8) Pilgrim tax 

1-11 

1-2 

B. — Elementary Education Act. 


(9) Education tax 

. . 1-45 

1-6 



II. — Ar.I. LoCAt. liOAKDS. 


Nmnc of (ax. 


0 ) 


Jjioojno in 


(^) 


I’ercfiifngo 
of coliwim 
(2)'lo total 
oitiiiiaiv 
ospcnditnic 
(Hi, li.Ol 
laklLi). 

(••») 


iti. 

(in nAKlI*-) 

j-l. — JjV'rri/* .-iri. 


(1) Land errs 

86-37 

3M 

(2) Coinpanic.s tax 

(1-28 

0-1 

(3) Piofc.ssion tax 

]-i'S 

0-8 

(t) House lax in unionn, inoluding ndtHtiomtl 
tax for water and diainago, do. 

12-8t* 

r,-i 

(5) rilgrim lax . , . . . . 

017 

0-7 

(C) Tolls 

i'S'-gy 

32 

Ji. — 3llei",e)iiti) 1/ J'l/iiciitiou 

-‘Ir?. 


(7) Ivilucation tax 

o-ni 

2-G 

III.— itfAim-AS f’oKfOKATlON. 


Xainc of (ax. 

(1) 

.\dinl 
roll.'o'ions, 
ll’23-2 f. 

(-’) 

(in r.AKM-') 

IVtfontago 
of ooliinin 
(2) to total 
Ordinary 
etp'-ndiiiiro 
(H- 63-18 
lald-.s). 

(•X) 

(1) rropcily tax — 


(i) For gcnoial purpo'cs 

1M8 

2o-7 

(ii) \Valcr and diainage tax .. 

13-73 


(iii) Lighting tax 

2-02 

3-8 

(2) rrofession and conipanirs taxes 

6-62 

30-7 

(3) Tax on can iagrs and animals .. 

2-03 

3-8 

(4) 'I'ax on cart-s 

0-16 

0 1* 

(C) Tolls 

OCl 

1-1 

(G) Tax cn tiniher 

1-18 

O.fJ 

(7) Duty on liansfer of ]nopcrty . . 

0-75 

1-1 

(8) Education tax 

(not Jovii d.) 

• • 


Note. — Bctfenuerit tax is not Icvinl ]>y 
council or local lioaul. Sonic will in the 
municipal councils). 


the Urndins Corjiosatinn or Hv 
next few ycaih (e.g., Timpati 


any mnnioijal 
and Cliitloor 
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STATEJNIENT B. 


Slatement shomng the inoome fiom tolls, taxes, etc., of ccrlain municlpalitie.s and 
local boards in a fevr districts according to the accounts for 1. _3-..l . 


' 


Ordinary income. 



Total 

Tolls. 

'Taxes, excluding 
tolls (mainly 
property tax). 

Name of municipality or 
local board. 

(1) 

ordinary 

expendi- 

ture. 

(2) 

'w Amount. 

O- . 

c> 

c 5 5 

cj s 

^ 'o o 
o o o 

0) 

c 

s 

1 

(<^) 

Percentage of 
column (6) to 
column (2). 

1. Madura 

ns. 

7,67,1 t 4 

ns. 

12 

ns. 

C,0t,0?9 

80 

2. Triehinopoly 

,6,61,860 

37,917 

7 

.3,I2..378 

61 

3. Gocanada . , 

1,78,189 

17.739 

10 

1,08,482 

01 

4. Coimbatore 

2,61,909 

37,903 

15 

1,1!, 781 

67 

6. Dbarapuram 

67,706 

28.958 

60 

15,616 

27 

6. bfangaloic 

1,23,301 

4,71! 

4 

1,00,679 

82 

7, Cuddalore 

1,12,993 

27,687 

19 

77,373 

64 

8. Kurnool 

1,11,419 

11,666 

10 

49,196 

14 

Local Eoauds. 

1, Salem diatrlot 

(Eltees 

IK lakhs) 
11 '42 

(EorrES 

IK lakhs) 
1-08 

16 

(Rlteks 

IK LAKIJS) 

3’91 

31 

2. Kistna district . . 

18-60 

ri3 

0 

8-20 

4! 

3. Madura district . . 

9-17 

3-61 

38 

7-29 

79 


Ordinary riicoinc—fcr/i. 


K on-tax sources 
including fees. 


Govcrnnunt 
grants and otlicr 
contributions. 


Name of municipality or 
local hoard. 


c 

o 


a 





1.0 0 
o o o 


c 

a 

o 



Total 

income, 


1. ifadura 

2. Triehinopoly 

3. Gocanada . 

4. Coimbatore 

6. Dbarapuram 

6. Mangalore 

7. Cuddalore 

8. Kurnool . . 

LocaTj Boauds. 

1. Salem district 

2. Kistna district , . 

3. hladura district . . 


( 7 ) 


( 6 ) 


(f) 


( 10 ) 


(H) 


ns. 

2,18,667 

2,18,196 

63,589 

01,187 

19,797 

33,787 

47,219 

55,110 


(Eupees 
JN r,AKns) 
6-98 
9-41 
2-79 


29 

KB. 

60,334 

39 

10,269 

31) 

16,998 

21 

28,908 

34 

3,151 

27 

11,195 

33 

13,024 

49 

26,372 


(E UP EES 

52 

IK lakhs) 

2-84 

am 

J-99 

30 

2-62 


ns. 


7 


HI 


m 

1,90,81)8 

11 

2,72,899 

67,661 

5 

12 

1,63,376 

9 

1,06,803 

23 

1,12,242 

26 

(Eupees 

IK LAKH-S) 

11-41 

27 

23-73 

28 

16-21 













iStotc regarding the loays in xoMch the finances of heal lodics may le 

improved. 

An attempt is made in the fo]lo\ving paragraphs to show liow the finances 
of local boards and municiiial councils may ho improved in the near future. 
It is not proposed to include the case o( the Corporation of IMadras as it 
has more scope for development within the four corners of the present Act 
than other local bodies have. 

2. The functions of local boards and municipal councils in this Presi- 
dency are more or less well defined. TJudor the existing enactmenis they 
can expand their services and talco up more services, but lack of resources 
in-events many of them from doing so. Their present resources, it must 
be confessed, are not sufficient to maintain the services already undertaken 
at the standard attained by their sister bodies in otber parts of the world, 
though comiiarison witli such bodies in India may not show them at a dis- 
advantage. One expects a better standard of administration from these 
bodies in modern days, but it looks as if the ujikcep of the services oven at 
the present indifferent state is the utmost that can bo expected of local 
bodies. Like Govornmont the local bodies have been affected by the rise 
in prices and cost of living in i-occnt years. Cost of administration has in 
consequence boon increased, while the revenue has not kept pace with such 
increase of expenditure. With the return to normal*conditioiis, these bodies 
will bo able to maintain their services more satisfactorily than in recent 
years. 

3. The absence of a well-defined .system governing the financial relations 
of local self-governing bodies with Government' has been a main cause of 
their poor finance. It was impossible to define them in the beginning. They 
were first called into existence half a century ago with tlio primary object 
of affording the people a training ground in the Government of the country 
and gradually responsibilities wore added. 1’hcy functioned with the small 
revenues raised by them locally supplemented by largo doles from Govern- 
ment. Municipal councils grew more rapidly and in their case disofficializa- 
tion began very early. In the case of local boards ollicials wore responsible 
for the administration- until a decade ago. On the whole, the progrc.ss of 
local self-government during the last ludf century has been quite satisfactorj’ 
though it might have been accelerated. The fact that the local bodies and 
the Government have at last found the need for a .well-defined .system to 
govern their mutual financial relations marks a happy land-mark in the 
field of local self-government. It betokens also a sense of their independence 
and desire for advance. 

4. A committee was appointed by Government in 1920 which surx'oytd 
the possible grounds of developing the resources of local bodies and sug- 
gested measures for securing to local bodies greater financial relief than 
they then possessed. The time for such a committee was inoijportuno for 
two reasons. Firstly, the Local Self-Government Act had been amended 
a great deal providing for now sources of taxation and other revenues. 
The local bodies had not then fully availed themselves of the new powers 
of raising revenues. Any attemjit to readjust the financial relations was 
therefore premature. Secondly, the reforms had then been introduced and 
the Meston _ award had made it difficult for Govornmont to afford mucli 
financial relief to local bodies. 

The result was that most of the main recommendations of the Com- 
mittee calculated to give additional relief were not immediately accepted. 
The Government however wore liberal to accept the main princrples under- 
lying the recommendations and have been gradually giving effect to them. 

5. Uncertain doles which benefited mainly the vociferous bodies have 

been replaced by _ recurring subsidies for .services classified as national or 
semi-national in importance. Grants for non-recurring purposes also are 
given, but minor works of a parochial nature are left to be financed ny the 
local bodies themselves. ... 

. .®- Bsfoi'G taking up the question of exploring now sources of revenue, 

it wdl not be out of place to show how tho existing main services are financed. 

7. Taking municipal councils first, the recui'ring grants received from 
Government fall under tho first four of tho following heads : — 

(1) Trunh roads —Tho Government subsidy is Es. 1,000 a mile a yoaf 
and may genorall 3 ' bo said to bo adequate to maintain them. 
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(2) Elementary education.— The relief now afforded is not based on 
any sj^sloin, nor is it proposed to place it on any definite basis. 

(3) Secondary schools.— At present there is no system underlying the 
subsidies for these schools. The Governjnent bear either the net cost ot the 
high school classes either in full or a portion of it in some cases, or contii- 
bute a fixed sum towards maintenance supplemented by varying grants loi 
non-recurring purposes, the amounts of which differ according to the then 
finances of the local bodies and the Government. 

(4) Medical relic/.— The Government have taken over completely the 
district headquarter hospitals and since September 1923 ^ a definite 
system of grants-in-aid has been evolved in the^ case of other institu'wons. 
The Government bear the entire cost of the salaries of medical omcers a^ the 
headquarters of taluk stations and a fixed percentage of the pay or the 
medical officers in other xilaces. In the case of certain institutions opened 
from 9th March 1915 the Government have agreed to bear one-half of the 
cost of maintenance. 

(5) Municipal health officers . — The Government bear three-fourths of 
their cost while the other one-fourth is contributed by the municipal 
councils. 

(6) Plague . — The cost of some . measures to combat plague such as 
inoculation, police to guard evacuated houses, observation including the 
pay of plague, insiiectors, etc., is borne by Government and the rest oy the 
municipal councils. 

8. District' and talulc boards — (1) Trunk roads . — The .Government contri- 
bute Es. 500 a mile a year and the amount is generally adequate. The 
allotment is insufficient where quarries are remote or the roads lie near the 
Oit 3 ' of Madras or important towns. 


(2) Seco7id-class roads . — A maximum amount is fixed for each district 
and the grant is' paid subject to a maximum of 50 per cent 
of the amount spent on the roads by the district boards. 
Originally this grant represented one-fourth of the land cess col- 
lected by each board. In 1913, the Government offered to contribute an 
additional grant equivalent to the amount of land-cess collected by local 
boards in excess of an one-anna rate. The Local Boards Act of 1884 per- 
mitted the boards to levy a cess for general purposes at only a maximum 
rate of one anna in all districts except Malabar, South Kanara and the 
Nilgiris where the maximum was 2 annas. The Government proposed to 
amend the Act to enable the boards to raise the cess to over one anna. 
The boards were generally avei’se to an enhancement and the question of 
amendment of the Act was dropped, but as the hlalabar and South Kanara 
boards had raised the cess to 1^- annas and the Nilgiris District Board was 
already levying a rate of 2 annas the Government increased the share of 
those boards in the general resources grant by an amount equal to the excess 
cess over one anna. Subsequently in 1917-18 the total grant was fixed once 
for all and the share for each district was definitely fixed. From Ist April 
1923 the grant has been earmarked for specific purposes, viz., upkeep of a 
provincial cadre of district health officers costing about Rs. 1'.45 lakhs the 
balance being distributed in the original proportions for maintenance of 
second-class roads. 


(3) Elementary educatidn ' 

(4) Secondary education. 

(5) Medical relief. 

(6) Plague. 


Same remarks as for municipal councils. 


9. Non-7’ecu7'ring grants. — Generally, the Government do not give grants 
to municipal councils for purposes other than major water-supply and drain- 
age sclienies._ For water-supply and drainage schemes the usual share of 
Government is limited to one-half of the cost of the execution of the scheme. 
Grants are not given for their upkeep which should be financed by the 
councils by raising a special water and drainage tax or from their general 
funds. For the constructmn of medical buildings or buildings for secondary 
schools, half-grants are paid, but at present in the case of secondary school 
buildings, hinance Department object to even. a half-grant if the finances of 
the council are satIsfactor 3 ^ The Government occasionally help councils 
yffiose finances have been depleted by prevalence of severe epidemics tS 
effected severely by cyclone or floods, W^^^nnes, rnose 
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10. As regards local boards, full grants are ordinarilj’ given for bridgiug 
main lines of communication classed as trunk roads and half grants for 
building other important roads. Grants for medical and secondary school 
buildings are given on the same principles as those applying to municipal 
councils. 

As regards vater-supply and drainage schemes, grants are given only for 
major schemes or where definite schemes approved, by sanitary authorities 
are put forward and the local bodies guarantee to maintain them from 
their funds. Compassionate grants-in-aid of general resources also are given 
if the boards cannot make both ends meet oven after levjdng taxes at 
maximum rates. 

11. The above paragraphs will show that so far as existing services are 
concerned the Government subsidy is on the whole limited to specific services, 
while the policy in regard to grants for non-recurring purposes is not uni- 
form as between municipal councils and local boards and the financial condi- 
tion of the applicant bodies is more or less tbe main factor in deciding on 
the grant of a subsidy. 

12. The possibility of curtailing expenditure or rearrangement in a 
judicious manner of the burden of upkeep of existing services has been 
examined in regard to local boards and both tbe Government and the_ local 
bodies are taking measures to make local boards solvent with the existing 
resources as far as possible. As regards municipal councils, there is no 
danger of anj' financial breakdown so long as they do not neglect collection 
work undub' and do not grossly mismanage tboir sormces. 

13. Attention may therefore be confined to the possibilit 5 ' of developing 
existing sources of revenue or of adding now sources. 

■ 14. Existing sources of revenue fall under two heads — 

(1) Taxation and 

(2) Non-tax sources. 

The bulk of income from taxation in municipalities is derived from 
property tax, profession tax and tolls. Other taxes like tax on carriages, 
animals' and carts yield a substantial revenue but not so much as the 
former three. In hill municipalities, a tax on servants can be levied, but 
it is considered an unpopular tax and the Ootacamund and Coonoor munici- 
pal councils propose to abolish it. 

Tax on companies and i)ilgrim tax wore added on by the Act of 1920 
but yield a small revenue. Municipal councils can also levy in lieu of 
profession or companies tax, a surtax on income-tax under the new Act of 
1920 but the Goveriimeut of India (whoso sanction is required for its levy) 
have declined to permit any council to do so, though thej' agreed to its 
inclusion in the exi.sting Act, when the Bill was submitted to them for 
sanction. In local board ai'oas, land cess is the main source of revenue of 
district and taluk boards. Next come tolls which go to district boai-ds. 
Union boards mainly depend upon tax on houses. Pilgrim tax, ijrofession 
and companies taxes Avere new taxes added on by the Act of 1920 but yield 
small reA'enues. Further, the boards find it -difficult to assess and collect 
the companies and profession taxes as they cannot afford to employ a special 
establishment for the purpose. 

15. It is possible to derive more revenue from the foregoing taxes with- 
in the limits laid doAvn by the present Act or Avithout the local bodies being 
unduly extortionate. 

(a) Property tax . — In municipalities, the general property tax is 
loA'ied at A'arying rates. The District Municipalities Act lays down no 
muxinnim. At present the highest rate reached is 11 per cent 
in Ongole and 10 per cent in nine other councils. The rest 
leA'y at rates varying from 6i to 9A per cent. If all couneiis 
IcA'y the general property tax at a flat rate of 10 per cent, then 
they can raise the income (Es. 28.14 lakhs according to budgets for 1924-25) 
by Rs. ^-64 lakhs, i.e., by a fiftli of tlieir present income. It may be argueci 
that a nat- 2 ‘ate is objectionable on the ground that it limits the po'wers of 
municipal councils to loA'y property tax according to their needs. It may 
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be =0 But experience sliou’s that most coinicils arc uinvilling to raise this 
tax' oven though they are on tho _ verge of insolvency and thoir attontioii 
is dravn to tho possibility of saving their position by increasing this tax 
i)V oven i or 1 per cent. It may not bo objcctiqnablo to fix a immnmm, 
say, at 8 'per cent boloiv ivhich no municipal council can levy property tax 

(h) Profession iax.— Profession tax may yield_ au additional income of 
about 27,000 if all tho councils lovj; at the maxiniuni rates laid down by 
law. This is an underestimate. This is a_ source ot iiicoine winch very 
well bo exploited without any serious objection. What is requirra is au 
earnest attempt to tax all persons who really make an income by some 
profession or other without making exceptions. It is generally the person 
who gets a fixed income that is now regularly taxed. iMaiiy shopkeepers and 
small traders escape either on account of the unwillingness on the jjart of the 
council executive to tax them or for want of proper agency to bring to 
book all such iiersons. But there is no doubt that if only tho councils assess 
and collect the tax properly, tho 5 ’ can add an appreciable amount to their 
revenues. 


(c) Companies iax . — The same remarks can bo applied hut with less 
force to companies fax also. 

(d) Surcharge on income-tax . — It is ■ possible that the municipal 
councils can derive a very substantial sum if they are allowed to levy the 
surtax on income-tax (in lieu of ]irofG.ssion tax on incomes of Rs. 2,400 
and over) now allowed under the law. 


16. As regards local boards, tho main source of their income is land 
cess. Under the present Act, it can be levied at a maximum rato_ of one 
anna six pies, of which district boards may appropriate a cess of nine pies 
and taluk boards a cess of nine pies. Tho maximum rate has not yet been 
reached by all district and taluk boards. If all the boards levy the cess at 
maximum rates they can derive an additional revenue of Rs. 11.67 lakhs. 
But there seems to be no justification for prescribing any maximum for 
levying land cess. In tlie case of municipalities there is no such maximum in 
respect of tho general property tax. The discretion may be left to the 
local boards sul)ject to tho approval of Government. Even hero one anna 
six pies may bo the mininnim instead of tho maximum. Profession and 
companies .taxes in non-union areas are collected by taluk boards generally 
on payment of a commission of -5 per cent of collections to village officei'S. 
Tho village officers are not under the control of the taluk boards and are in- 
different in properly a.s.sGssing and collecting tho taxes. These taxes were 
newly introduced in the present Act of 1920 and have not been fully tried. 
Some local boards have aboli.shed the taxes after one or two yeai’S of levy on 
account of tho difficulties of collecting the tax. IMuch additional revenue 
cannot be hoped for in tho near future unless the boards systematically 
employ a collection staff, or Government make more efficient arrangements 
directly with the Revenue Department for thoir collection. As regards other 
taxes it cannot be said that they are under-assessed. It is not possible to 
e.stimate tho additional revenuo that may bo raised by raising the rates of 
other taxes. 


11 non-tax resources of municipalities and local boards may gene- 

rally bo described as romunerative enterprises. Municipal councils <mt a 
largo portion of their income from the following heads: — “ 

(1) iirarkots, cart-stands, and .slaughter-houses. 

(2) Avenues. 

(3) Licenses of various kinds. 

(4) Sale of lands and rent and produce of municipal lands. 

(o) Private scavenging and co.s.s-pool fees. 

(6) Sale of rubbish. 

(7) Fees, fines and forfeitures, mainly magisterial fines. 

suppIy^sdSno."^'^ of ^^li^re there is a water- 

(9) jSIiinicipal trading. 


.... carf-stamh and slaughfer-houscs.— It is surnrisino- tbof 

present date many municipal councils have not exploited this 
unfailing source of income to its fullest extent. Of all other Surens this 



298 


enternrise offers the least ohjectiouable revenue. The following councils 
derive an income of over Rs. 15,000 per annum from markets since 


(The figures are in thousands of rupees.) 






1921-25 

1925-26 

Markets (1923-241. 

1922-23. 

1923-24. 

Revised- 

Budget 





Estimate. 

Estimate. 



ns. 

ns. 

ns. 

ns. 

Trichinopoly 

* • 

48 

04 

t 


Madura 


39 

38 



Ootaeaminul 


23 

28 

28 

29 

Coonoor 


26 

21 

20 

22 

Pollaohi 


20 

20 

20 

21 

Masulipatam 


19 

20 

e 


Coimhatoi e 


18 

17 

V? 


Vellore . . 


JO 

17 

"* 

is 

hTegapatam 


18 

17 

18 

18 

Cocanada 


17 

17 

10 

• 16 

Kurnool 


14 

10 

22 

20 

Erode . . 


16 

10 

16 

14 


No 

information. 




It will be seen that all the above towns are important trade centres 
in their respective areas. Increase of revenue in their cases will follow 
generally the development of trade, but improvement of the conditions of 
the markets and the addition of facilities to the traders will no doubt bring 
in more revenue. The fact that other important trade centres or big towns 
where trade is generally very brisk like Tirnppattur, Conjeeverain, Tirupati, 
Tiruppur, Berhampore, Guntur, Bezwada, Eilore, Calicut, Cochin, Virudhu- 
nagar, Salem and many of the municipalities in the Vizagapatam district 
derive less than Rs. 15,000 shows that they have not developed these sources 
as well as they can. An instance of the infinite possibilities of raising sub- 
stantial income from markets is afforded by the Erode municipality. 
1919-20 the council spent Rs. 5,500 on the construction of a row of shops 
which in the next year was lot out for Rs. 6,000 a year. The income of this 
council from markets has quadrupled in the last quinquennium. Among 
municipalities which are keen in this matter may be mentioned Eilore, 
Coonoor and Tenali ivliich have schemes under execution. It is possible to 
make the income exceed Rs. 15,000 in all the above toAvns and in other towjis 
also if only the councils judiciously exploit this source. This is a most iin- 
objectionable form of income because in this case, the person who pays a 
small fee for a_ stall in a market gets more value than he pays for in the 
shai>o of security and freedom of action. 

Municipal councils have not yet begun to appreciate the value of cart- 
stands as a revenue-yielding asset. _ At present cart-stands do not jneld 
generally more than Rs. 3,000. The income exceeds this figure only in two 
towns of Trichinopoly (Rs. 14,302) and Anakapalle (Rs. 4,167). As many as 
24 councils (named in statement 0 below) do not get any income at all. As 

[Is slaughter-houses, the imsition 
so bad as cart-stands. All ex- 
four councils’^ derive I'evenue 
this source and in ten to^msf 
wenue exceeds Rs. 3,000. In re- - 
to both cart-stands and slaugh- 
uses the possibilities of develop- 
aro limited owing to the fact 
for many towns a single cart^ 
or a slaughter-house may suffice 
r that is already in private hands, 
tlie councils cannot successfully put up another and have to be content with 
merely levying license fees on them. It will bo interesting in this connection 
to consider the question of monopoly of markets, cart-stands and slaughter- 
houses by the municipal councils. It is open to councils to close private 

markets if they do not conform' to the 
Taking over private rnarkefs compul- licensing ]n'ovisions. Under the oxist- 
sorily is a douhtlnl expedient and an un- jjjg Act, local boards can enjoy that 
popular one. o. < ok monopoly — vide section 180. They can 

C. B. Cotteheli, 8-4-26. have recourse to the Laud Acquisition 
Act to acquire private mai’kets. Similar power may be given_ to municipal 
councils, and this question may be considered as the Act is being revised, 


’ (1) Narasaraopet. 
(2) Tellieherry. 

j (1) Adoni. 

(2) Bellaiy. 

(3) Cocanada. 

(4) Dindigul. 

(5) Jladura. 


(3) SvivilUpnttuf. 

(4) Srirangam. 

(6) Coonoor. 

(7) Ootacamund. 

(8) Salem. 

(9) Palamcottah. 
(10) Trichinopoly, 


regan 
is not 
cept 
fi’om 
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gard 
ter-ho 
meat 
that 
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(2) ^lrc?M/c,s.-— I'mv councils are enterprising in tliis respect. Ootaca- 
inuiid heads the list of councils with an income of lls. 10,425 from avenues. 
Besides the large trees in its two catchment basins, the council owns several 
I)lots of land which &uiJi)lj- firewood. Onlj' three other towns — Cuddalore, 
Kumbakonam, Slaj-avaram — get over Es. 3,000, and this must be due to 
the fact plat the councils have planted fruit-sdelding trees. It is strange 
plat in big towns lilce IMadura and Trichinoiiol 5 f the income from this source 
is less than Es. 2,000. Sj’stematic exploitation by other councils will no 
doubt add considerablj' to theii' revenues. 

f3) License fees . — It is i-ogrettable that councils do not keexi an eye 
on this source. The fees fixed are generally low and are not promptly col- 
lected though the law requires iiayment in advance. The amount received 
under this head in all the councils in 1923-24 was Es. 3.13 lakhs. No im- 
jirovement can be expected in this direction until councils are presided over 
hy competent and honest chairmen and they can command the services of 
an efficient executive staff. 

(4) Lund dcvelopincnt . — Improvement in this direction is necessarily 
slow. The Town Planning Act of 1920 has not been fully availed of by 
many councils. When the councils have executed the schemes framed there- 
under, a considerable addition to their revenues may be expected when they 
levy betteimient contributions on the lands developed by them. At present 
Trichinopoly alone gets over Es. 10,000 from rent of lands, Ootacamund 
comes next with Es. 5,604. 

(5) Private scavenging and ccss~pooi fees . — Under section 154 of the 
IMadras District Municipalities Act, 1920, the fees should cover the cost of 
the service, but hi as many as 36 councils the service worked at a loss in 
1923-24. Both in the reviews on the administration reports and in the 
audit reports, councils are being warned that the service should be made 
self-supporting. Some of them have been threatened that such loss is sur- 
chargeable. • Still, the improvement is quite imiierceptible. With the rapid 
spread of education among the people of towns and with propaganda under- 
taken by the public health and sanitai-y staff, it should not be long before 
people recognize the advantage of this system. In tlie long run this is 
bound to become self-supporting. 

(6) Hale of riibbish . — ^Here again very few municipalities have realized 
the possibility of raising substantial income from this source. Madura 
realizes a handsome income of over Es. 44,000. Trichinopoly comes next 
with Bs. 25,000. Many other big and populous towns in the midst of agri- 
cultural tracts do not derive even half the income of the Trichinopoly Muni- 
cipal Council. As many as fifty get less than Es. 1,000, If only the councils 
will choose the right kind of lessees and take interest in the matter, it will 
not be difficult for each council to get not loss than Es. 5,000 a year. 

» 

(7) Fees, fines, etc . — This is not a source of income which can be ex- 
liloiled and developed. It is only in towns where the Town Nuisances Act 
is in force that this income can bo counted. The working of the Act depends 
upon the police. The number of prosecutions under the Act is very few. 

(8) Charges for excess consumption of water . — The apathy of councils 
in fixing meters to house connections in taking proper readings and charg- 
iu" for excess in time and generally in not adopting and working properly 
the water works by-laws is responsible for poor income. The income does 
not exceed Bs. 5,000 in any municipality with the exception of Trichinopoly 
where the credit of Es. 18,752 is mostly due to the supply of water to the 
South Indian Railway. The council will lose this income the railway com- 
pany completes the workshops at the Golden Rock and has its own water 
works installation. It remains to bo seen how far the councils work the new 
water works by-laws adopted by them in recent years. 

(9) M-unicipal trading . — ^Except the Ootacamund municipal council 
which has worked out a dairy scheme, no other council has seriously worked 
out concrete proposals for developing their revenues by trading. Such en- 
terprises are possible only if the councils have the fortune to be presided 
over by energetic chairmen who ■will look ahead and carry out good schemes 
.and the councils support him in his views, and till then no improvement 
can be expected. 



15. In the case of local boards, the main sources of non-tax revenues 
are fen'. The important items are — 

(1) Eaihvaj’s. 

(2) Motor buses. 

(3) Avenues. 

(4) Licenses. 

(5) Markets, cart-stands and slaughtei'-houses. 

(1) Bailwoys. — Only live district boards have -working railways. 
Thirteen more boards levied a special railway cess for construction of rail- 
ways but their schemes have not yet materialized. Under the present policy 
of the Government of India, it is not likely that any district board will own 
a railway. This source of revenue is therefore once for all closed to district 
boards. 

(2) Motor huses. — It is open to district boards to engage in providing 
motor bus services in lieu of railways but the Ramuad District Board has 
not found the enterprise quite successful. Still district boards can increase 
their income Irom tolls and license fees by encouraging motor transport in- 
dustry and affording facilities to private companies. Cuddapah District 
Board realizes an income of Rs. 5,000 from motor licenses. 

(3) Avejmes. — A comparison of the avenue receipts for some of the 
important boards for 1922-23 and 1923-24 shou's that in 1923-24 there was 
a decline in revenue — vide statement D attached. The fall is evidently 
due to bad season in some districts and to cymlones and floods in some others. 
Ameng districts which have systematically developed Jivonues may be men- 
tioned North Arcot, wliich was tlio forerunnor in tlio field, Salem, South 
Arcot, Tanjere, Trichinopoly and Madura. In Madura the programme has 
not yet been fully worked out and Avhon it is, the district board will bo the 
owner of a property worth several laldis of rupees. The Government have 
commended the example to other boards. It is necessary that district 
boards should have a well-laid out programme for planting avenue trees and 
employ persons who know their work. Indiscriminate exi)endituro should 
be avoided. The Chinglopiit District Board also has framed a scheme and 
it remains to bo seen how it will finance it, 

(4) Licenses. — ^l^Iauy of the taluk boards have not yet begun to avail 
themselves of the possibilities of making licenses a source of revenue. Many 
of the purposes for which licenses are required under the Madras Local 
Boards Act were added on (recently) by the Act of 1920. Owing to the 
existence of a provision in the District Municipalities Act enabling muni- 
cipal councils to license offensive and dangerous trades within three miles of 
their limits, the local boards are not able to derive the full revenue possible 
from tins source. It is proposed to amend the District Municipalities Act 
so as to g.ve local boards complete powers in this respect over all their 
areas. Local boards and municipal councils may with advantage consider 
the possibilities of enhancing their revenue by (1) imposing fees for regis- 
tration of sellers of particular coininodities, c.g., cotton, ground-nut, gun- 
powder, etc., (2) compelling brokers in big towns which have markets to 
take out licenses on payment of fees. Cattle markets and big grain markets 
afford largo scojpe for brokers. 

(5) Marlcets, cart-stands and slattghfcr-hdnscs. — It is difficult to_ com- 
pare statistics of revenue from these sources of particular local bodies as 
the form of accounts is such that the gross revenue in each local area cannot 
be ascertained easily. Taking districts as a whole, Coimbatore (Rs. 106 
thousands) stands first in the field. Next comes Madura (Rs, 60 thousands). 

20. From the above paragraphs, it will bo seen that wRhin the four 
corners of the existing Act the local bodies can expand their revenue by 
several lakhs ef rupees. 

21. In the above notes no reference has been made to the transfer 
annually to district boards of a share of the excise revenue which has been 
provided for in rule 7 of Schedule V of the Local Boards Act, The Finan- 
cial Relations Committee did not recommend this transfer but suggested 
the levy of a surcharge on abkari revenue but the Government have declined 
either to transfer a portion of the excise revenue or to allow local boards to 
levy a surcharge on such revenue. A surcharge at one anna of the revenue 
on fixed rentals and ti’ee-tax will fetch about Rs. 13 lakhs. If Government 
will relent and agree to either step, the revenues of local bodies will bo 
considerably augmented. 
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22. 2^cw sources^ of revenue .— Sclieduled Taxes Rules framed by tbo 
GoA^erunient of India under section 80 A-3 (a) of the Government of India 
Act lay down the taxes that may be imposed for purposes of local authori- 
ties. _ Power is reserved to the Governor-General in Council to make any 
addition to the list of the taxes enumerated. The following taxes are not 
levied by local bodies: — 

(1) Tax on boats. 

(2) Terminal tax. 

(3) Octroi. 


Item (I) does not seem to have been yet considered because this Presi- 
denc 3 ' does not possess niauj' navigable rivers. However, there seems no harm 
in local bodies in this Prosidenc 3 ' being empowered to levy it. 

The question of levying item (2) in the Madras cit 3 ' was raised at tho 
time of iiassing tho Act of 1919 but it was not approved b 3 ' Government. 

A terminal tax on timber alone is levied in Madras city. It is doubt- 
ful if a terminal tax on goods and passengers by sea or rail will find favour 
with the Government of India. In the pilgrim tax ire have a form of tlie 
terminal tax in a small degree. 


Item (3) Octroi has never been tried in this Presidenc 3 '. It is presumed 
that this tax and tolls cannot be levied by tho same body as otherwise the 
local body will bo taxing tho goods as well as tho carriages or animals bring- 
ing them in. A former Government of Madras cliaracterized Octroi as a 
pest. It is doubtful if it can be i-eekoned as a iiopular or tolerable tax in 
these da 3 ’s of free communications. It may be interesting to note that in 
almost all agricultural villages such a tax is being levied by the village com- 
munity for the communal purposes oT the village. For example in South 
Arcot district in the Chidambaram division it was found in some villages 
that whenever a ryot took out a cart-load of paddy for sale from the 
village, he had to pay 4 annas to the Nattamai for the village temple. No 
one resented to pay this tax. 


23. There are a few others like taxes on vehicles and animals which are 
not levied by local boards, and tax on servants, the levy of which is con- 
fined to hill municipalities. It may not bo practicable for local boards to 
assess and collect the tax on vehicles and animals in rural areas, but union 
boards may W'ell be given the power to levy' the tax. Tax on servants is 
unpopular and need not be considered. The Legislative Council has under 
consideration a Bill to tax entertainments. This is a tax reserved to Pro- 
vincial Governments under the Scheduled Taxes Rules and the Government 
of India have permitted its levy by local bodies. _ The additional income 
likely to be raised from this tax is not known but it will not be an insigni- 
ficant figure, A tax on advertisements and a tax on marriages may be levied 
in municipal areas. 


Area Yield in 
cultivated. tone. 

acres. 

1021-22 ., .. 203,088 102,740 

1^2-23 .. .. 213,689 108,130 

Normal . . 224,410 116,610 

Normal yield per . . 1,160 Ih. 

acre. 


Value oftohacco exported jrom the 
Madras Presidency ly sea. 


1919-20 


« • 

nUPEES 

IN 

UAKHS 

29-16 

1920-21 


• t 

14-90 

1921-22 



18-49 

1922-23 


« * 

. . 19-76 

1923-24 

« • 

t • 

.. 39-91 


24. It is difficult to suggest other 
forms of revenue. A tax on tobacco 
either on the acreage under cultiva- 
tion or on the manufactured product 
exported out of the Pi-esideucy' may' 
be feasible, but under the Scheduled 
Taxes Rules a tax on luxury is a pro- 
vincial tax. If local bodies are to be 
permitted to levy the tax, the follow- 
ing facts will be of interest. On an 
average over 200,000 acres are culti- 
vated with tobacco in the Madras Pre- 
sidency. Tho total yield comes to 
over a^laldi of tons. The value of the 
crop at an average of Rs. 1,000 a ton 
amounts to over ten crores of rupees. 
An excise duty of one per cent ad 
valorem may yield Rs._ 10 laklis. Or, 
if a special local cess is levied on the 
area cultivated with tobacco, say at 
Re. 1 per acre, about Rs. 2 lakhs may 
be obtained by local boards. 
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include %vitluii the scope of these sections of the Bill, a large class of pei-sous 
whose exemption from their operation has been urged, and, as v.-e think, 
with justice, as a grave defect in the original Bill and to correct what, 
in fact, is an anpmals' in regard to some of the classes specified in the 
original schedule in requiring persons to take out licenses to enable them 
to practise professions which they have already been aiithorised by com- 
petent authority to practise. The eases of baiadsters and physicians are 
instances in point. We may add that no licensee luerc required under the 
moturpJia tax and there does not seem to bo any valid reason for requir- 
ing them in connection with the tax now proposed.” 

2. The tax was leviable on persons exercising in the town any art, 
trade or calling. These persons were divided into five classes for pTiiqioscs 
of assessment, the annual tax payalde ranging from Es. 2 to Bs. 50. 

3. Act X of 1865 was superseded by Madras Act III of 1871 and the 
Schedule B appended to the latter Act shows that the tax on arts, trades, 
otc.,_ was understood to include the case of civil and military officers 
holding Government appointments and that of persons in receipt of salaries 
from joint-stock or other iniblic companies or trading firms. In this Act 
the schedule of the tax was also modified so ns to comprise eight classes vary- 
ing from Ee. 1 to Es. 100 annually, instead of five classes ranging from 
Es. 2 to Es. 50 as before. The imposition of this tax apijears to have 
been vei’y unpopular ever since its lev3f under Act III of 1871. 

In the beginning of the j'ear 1873, the President of the Municipal 
Commission, Trichinopolj’, represented that municipal institutions were not 
appreciated bj’ the masses, that the taxation which accompanied them 
was unpalatable, and that of the taxes in force, the tax on arts, profes- 
siqns, trades and callings was especiallj' unpoprilar. He accordingly pro- 
posed to substitute for the tax an ‘octroi on all the grains consumed in 
the town.’ It was then decided that the levj' of the arts tax should 
be suspended in Trichinopoly ; but the Government did not accept the 
siiggestion regarding levy of ‘octroi’ in its .stead, as it was of opinion 
that the ‘-octroi’ would prove vexatious and unpopular in the extreme, 
and would press with especial severity' on the poor, and as the ques- 
tion of introducing an ‘octroi’ was dulj’ considered when the Act of 1871 
was discussed, it was deliberately rejected. 

4. The following extract from the report of the Local Self-Government 
Committee of 1882 gives the historj' of the tax up to that period : 

‘‘Though this tax is the lineal descendant and successor of the old 
imperial moturpha and as such supposed to be in accordance with native 
custom and feeling, it has alwaj-s been perhaps the most unpoi)ular of 
all the municipal taxes. In the review of the reports for the first year 
of its collection under the new Act, we read : ‘In the municipality of 
Palamcotah and in those of the Tinnevellj’ district generally, _ the excite- 
ment on the introduction of the tax on trades and professions is said 
to have been veiy great, but it was allaj’ed to a considerable extent 
in the former town by the commissioners permitting the various traders 
to apportion their own taxation within the budget limits. From the 
reports received, this impost appears to be more unpopular than any other 
amongst that portion of the communit3i, at any rate, who have most oppor- 
t\init3' of giving expression to their dissatisfaction. This is probably owing 
to the high incidence per tax-pa3-er, to the fact that it falls as an addi- 
tional impost upon those who are also called upon to pay the imperial 
income-tax and to the commissioners findiiig considerable difficulty in 
apportioning the amounts which each tax-pa3"er should be called uijon to 
pay.’ To these causes might have been added the directness of its 
incidence and the more or less inquisitorial nature of the inquiries by 
which its assessment must always be preceded. In fact, it may be broad- 
13' stated that considerations similar to those which led to the abolition 
of the imperial income-tax, induced the Government also to direct that 
this tax should be held in abeyance from the beginning of 1874-75. The 
suspension of this tax was at first made absolute with a view to seeing 
whether other taxation could not be made to suffice the wants of the 
municipalities. It soon, however, became apimrent that this policy could 
not be continued. The imposition of the tax 0!t the five highest classes 
was permitted even in the year 1874-75 in the six towns of Gooty, Cochin, 
Mangalore, Negapatam, Turicorin and Yizaggpatam. In each of the follow- 
ing 3'ears the tax was reimposed on an ever-increasing number of towns 
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and was also extended to the lower classes of the schedule, until at present 
it is in force in 31 towns out of the whole nuinbcr of 47. The imposition 
of the imperial license tax in T878 which has to ho paid by the same 
persons who pay the municipal tax, has however, increased its unpopularity 
and the difficulty of assessing it with strictness.” 

5. Act III of 1871 was superseded by the Madras^ Act W of 1884 which 
was brought into force on 1st April 1885. The Act did not make any mate- 
rial alteration in the rate or character of the tax on arts. The only 
change which it introduced was the insertion of the words ‘and on offices and 
appointments’ in section 53 appai’cntly to make it clear that offices and 
appointments were not excluded from the category of professions, trades 
and callings. 

6. In the report on the administration of District Municipalities 
in the Presidency for 1885-86, the first year after the introduction of Act IV 
of 1884, the Government observed that for several reasons this (the tax 
on arts, ijrofessions, trades, etc.) was the most unpopular of the Munici- 
pal taxes, and that, although its abolition was not practicable, the Govern- 
ment would be glad to see its incidence lessened wherever possible by 
the exemption from taxation of the lowest classes of the schedule. On 
this, the Government of India called for a full report in regard to this 
tax, and a statement of the reasons why some other more popular mode 
of taxation could not bo substituted for it, and at the same time remai'ked 
that Madras and the North-Western Provinces were the only portions of 
India in which a large revenue was raised^ by district municipalities from 
taxing trades. _ This report was furnished in paragraph 15 of the General 
Municipal Eeview for 1886-87, wherein the Government observed as follows: — 

‘‘The tax is, as remarked in last year’s review, unpopular but the 
Government are convinced that it cannot be done away with. On the con- 
trary, the increasing financial necessities of those towns in which it is not 
at present levied will probably require its extension. The common com- 
plaint against it is that it is a double of the income-tax; hut the enquiry 
held in Trichinopoly on the occasion of a strike organized by the shop- 
keepers of that town as a prote.st against alleged excessive taxation showed 
that this was not the case, and that the majority of the persons assess- 
ed were not affected by the imperial impost. This, however, appears to be 
due in part to imperfection in the schedule and in part to had assess- 
ment. 

‘‘If the tax were reduced or abolished the only alternative open 
would he to increase the tolls and as it is found that in many cases not 
half of the existing toll revenue is applied to roads, this would mean 
that the traffic from outside would be taxed for town wants. The Govern- 
ment consider that the lowest classes of the schedule might be excluded 
from the^ operation of the tax in some instances and if the assessments 
on the higher classes are properly made, this could ijrobably be done 
without loss of revenue.” 

7. In the subsequent letter on this sixbject to the Government of 
India, dated 14th klarch 1888, it was further pointed out that the abolition 
of the profession-tax would have caused a deficit in the total municipal 
accounts of any one of the five years 1882-83 to 1886-87. The Govern- 
ment of India accepted the recommendations of the JMadras Government 
that the removal of the tax at that time was unpracticable and, while 
expressing the opinion that the essential condition of -its retention was 
a thorough revision of the method of assessment and equalization of the 
incidence of the tax, recommended to the Local Government to consider 
whether an octroi on a few articles of common consumption might not 
be substituted for it. In June 1889 this recommendation was referred 
to all municipalities for consideration and report. No less than 49 out 
of 54 municipalities were strongly opposed to the introduction of an 
octroi and the remaining five councils were not decidedly in favour of 
it._ _ His Excellency the Governor iij Council considered it inexpedient to 
initiate legislation in the direction suggested hy the Government of India 
and reiterated his eonviction that the only practicable means of augment- 
ing the municipal revenues lay in the readjustment of the tax on arts 
and trades, a subject with which it was proposed to deal in connection 
with the revision of the District hfunicipalities Act, 1884. 

8. In the Bill of 1897 to amend this Act the schedule of the arts 
tax was accordingly revised in such a manner as to minimize inequali- 
ties of incidence by -adopting a uniform standard of incomq as the basis 
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of assossmont. The former Act of 1884 carefully omitted all reference to 
income and_ left' it to the various municipal councils to classify the trades 
and professions as they thought best. No doubt in making their classifi- 
cation^ most of these Imdies Avere guided 1 ) 3 ’ their estimates of income 
received and probabb’ in actual practice the former rating Avas open to 
the same objection' as Avas raised^against the provisions of the amending 
Act, • The aniended Act Avas however Avider in its application and Avas open 
more ostensibly to the objections to an income-tax as a form of raising 
municipal iwenue. 


9. The Madras District Municipalities Act, 1920, AA’hich superseded the 
Municipalities Act of 1884, divided persons liable to the tax into ten classes 
instead of nine in the old Act. In the neAv Act, the maximum rates 
of the tax AA’ere enhanced in respect of the first seven classes as shoAAm 
in the folIoAA’ing statement. It is proposed to raise the rates still further 
in the amending Bill noAV under consideration as shoivn in the statement 
beloAV : — 


Maximum tax per annum 


Number of class as per 


Fixed tax 

f 


rule 17 of Schedule 

Range of 

per annum 


In the 

IV of the Act 

monthly 

in the 

In the Act 

aTnending 

of 1920. 

income. 

Act of 
1881. 

of 1920. 

Bill under 
considera- 
tion. 


as. 

ns. 

ns. 

ns. 

I 

2,000 or more 

100 

220 

270 

II 

1,500—2,000 

75 

160 

180 

Ill 

1,000—1,600 

60 

100 

120 

IV 

760—1,000 

25 

60 

70 

V 

600— 760 

25 

35 

12 

VI 

300— 600 

12 

18 

25 

VII 

200— 300 

8 

12 



TJie rate of the tax on the lowest tliree classes did not undergo 
alteration in the Act of 1920. The tax Avas made leviable on income from 
all sources other than houses and lands inside municipal limits. The 
noAV Act split up the profession tax into (1) the tax on professions and 

(2) the companies’ tax, on the grounds that a compan 3 ’ does not really 
exercise a profession, and that the taxation of companies should be pro- 
portionate to cai)ital or income and that on persons should be progressive. 

' 10, Under the neAv Act of 1920, municipal councils Avere also authorized 

to levs’ a surcharge on income-tax in lieu of the tax on companies and 
the profession tax in respect of incomes greater than 11s. 200 per mensem 
AA’ith the sanction of the Local Government and the GoA’ernor-General in 
Council. So far, no council has been permitted to levs’ the surcharge. 

11. The unpopularits’ of the tax has noAV AA’orn aAvas’ in urban areas 
in this Presidencs’. The tax haA'ing been levied for the last 60 shears, 
people liaA'e become accustomed to it. The profession tax is now levied 
in all the municipalities in the Presidencs’ and the total income from this 
source amounted to Bs. 5.75 lakhs in 1923-24. As many as 21 munici- 
palities realize more than Rs. 10,000 a s'e^^i’ each from this tax. The 
income in 1923-24 e.xceeded Rs. 15,000 in the folloAA’ing four toAvns: 


(1) Madura 

(2) Coimbatore 

(3) Rajahmundry 

(4) Guntur 


KS. 

43,491 

19,386 

18,785 

18,183 


12. The companies tax is levied in all except ten municipalities. The 
total income of all the district nninicipalities from this smirce in 1923-24 
Avas Rs. 1.49 lakhs. 'The income exceeded Rs. 10,000 in only one town, viz., 
Coimbatore. The total of the income from the profession tax and the tax 
on companies of all the district municipalities amounts to nearly 8 per 
cent of their total ordinary expenditure. It will thus be seen that munici- 
palities depend to no small extent on the incoine from these taxes and that 
the tax has come to staA' in tl:e municipalities in this Presidencs’. ^ Jn 
1919-20, tlie total number of persons assessed in all the 72 municipalities 
then in existence, in all of which the tax Avas levied, Avas_ 82,413 and the 
average assessment per person assessed Avas Rs. 4-8-1. The incidence ranged 
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from Rs. 7-11-8 to Es. 2-2-1. Tho avernge assessment exceeded Rs. 7 in 
two municipalities, ranged betn-een Rs.'G and Rs. 7 in eiglit municipalities 
and between Rs. 5 and Rs. 6 in fifteen municipalities. 

13. Under the existing Act of_1920, residents of municipalities are liable 
to the profession tax also on their income from agriculljural lands sithated 
outside municipal limits. The assessment of profession tax on agricultural 
income is unpopular. Tho Tanjore Municipal Council exempted these in- 
comes from tho tax. It lias been contended that agricultural income should 
be exempt from the tax on tho ground that there is already a fairly heavy tax 
on such income in the sliape of land revenue. In tho "amending Bill now 
under consideration it is proposed to exemiit agricultural income from 
liability to the profession tax. It is also proposed to legislate that tho tax 
on companies should be levied on the ‘business turnover’ of companies 
instead of on their paid-uj} capital or income. 

14. No special difficulty is now experienced in tho levy and collection 
of profession tax in municipalities. It sometimes hajipons that in some 
municipalities a number of persons esca]30 taxation and that a large per- 

/ contago of assessees are underassessed. Tho Chairman fixes the assessment 
on general considerations with reference to tho nature and reputed value of 
the business, tho size and rental of the business premises, the qu.ality of 
tho articles dealt with and tho number of persons employed and tho income- 
tax paid to the Government. lie is not entitled to call for accounts of any 
assessee nor lias he any moans of kno^ying accurately the amount of income- 
tax paid by persons, as the information collected by Income-tax Officers is 
treated as confidential and is not made available to hirii. It has been found 
that some municii^al conncil.s remit or s'edneo assessments of tho chairmen 
vci'y generously sometimes with a view to secure tho favour of the assessees 
(who ai'O all electors). These difficulties could bo got over if at least in tho 
larger inunicipalitios special paid executive officers of tlio grade of Reijutj’ 
Collector or Deputy I’ahsildar aro_ appointed for tho assessment and col- 
lection of the taxes and the councils are deprived of the n])pellate powers 
vested in them, which should bo exercised 1)3- tho Roveauio Divisional Officer 
or District Collector. 

13. In local board areas tho profession and companies taxes wore first 
introduced by tho IMadras Local Boards Act of 1920. Tho profession tax 
ma 3 ’' under this Act bo levied in local board areas at tho same rates as in 
municipalities, except that tho minimum taxable income in local board areas 
Rs. 25 per cent mensem against _Rs. .30 in nnmicii)alitics. Unlike the 
practice in municipalities the salaries of persons holding public or private 
appointments, pensions and income from investments ai-e exempt from the 
tax. The income from these taxes derived within union limits goes to the 
union board while that from tho rest of the area goes to tho taluk board. 

In introducing this tax- in rural areas, this Government in forwarding 
the Bill (which finally became tho Local Boards Act of 1920) to the Govern- 
ment of India stated as follows: — 

“There is a general complaint wliich the Governor in Council con- 
siders to bo well founded that tho burden of local taxation in rural areas 
is thrown too exclusively on tho land and that important classes of tho 
population such as traders, nion 03 "-lcnders, etc., who participate in the bene- 
fits provided bs' local boards do not adequately contribute towards their 
revenues. It has been suggested that a rural profession tax — or rather a 
license fee on profession — should be imposed by rural boards; but such a 
tax would bo exceedingly difficult to assess and collect over a largo area. 
The (iovernor in Council considers that the most satisfactory and equitable 
method to correct the inequality Avould be for local bodies to levy a sur- 
tax on the income-tax ” 

-The Government of India did not approve of tho le^'y of surtax on in- 
come-tax; The Select Committee which considered tho Bill substituted a 
companies tax and a profession tax in place of tho surcharge on income- 
tax. 

16. In 1923-24 only 59 out of tho 126 taluk boards in tho Prosidonc 3 ’’ 
levied the in-ofession tax and the total income derived was Rs. 1.24 lakhs. 
The income exceeded Rs. 5,000 only in seven taluk boards and in no taluk 
board did the incorne exceed Rs. 10,500. Tliei-o are hardls' any companies 
in non-union areas, 'n Only 19 taluk boards realized an income from this 
tax in 1923-24 and the total income realized was Es. 10,800. The lotal 
income derived by the union boards from the profession tax in 1923-24 -wqs 
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Es. 74,000 and that from the companies tax Rs. 17,500. It cannot he 
said that the amounts realized represent the .tax payable by all iiersons and 
companies liable to paj' the tax under the Acr. 

17. The area of most of the taluk boards is large extending to over 
1,500 square miles in some cases. As already stated the income of 
individual taluk boards from these taxes is small and taluk boards cannot 
afford to employ an efficient peripatetic staff" for assessing and collecting 
these taxes. The cost of establishment would swallow a very large percent- 
age of the income fi-om the taxes. Tlie boards were advised' to entrust 
the work of drawing Tzp lists of persons liable to these taxes and of col- 
lecting the taxes to village officers on payment of a commission of 6 per 
cent of the collections. j\Iost bodies have adopted this agency. ■S''illage 
officers, however, do not izrepare exliaustive lists or collect the amounts due 
from the asses.see. They are not the servants of the taluk boards and con- 
siderable difficulty is experienced in getting work done by them, as the 5 per 
cent commission has not in practice proved attractive. 

In view of all those difficulties, some of the taluk boards which at first 
levied tlic taxes Inivo since decided to abolish them. Slatters might con- 
siderably improve if the work' of assessment and collection was entrusted 
to the Revenue Department. But the Reyontie Department will not pro- 
bably bo willing to undertake the duty with their present establishment, 
nor is it perhaps desirable to transfer this duty to them. The most they 
might bo willing to do would bo to lend officers for the duty, and under- 
take the exorcise of appellate powers. An alternative is a surcharge on 
income-tax. The Government of India has once before definitely refused to 
allow the levy of tho surtax in local board areas and it seems doubtful 
if they will reconsider their decision. Owing to tho difficulties of assess- 
ment and collection, these taxes in local board areas have not had a fair 
trial, 

18, The case is different in union boards. Union boards employ bill- 
collectors for collecting the house tax, and this agency can bo utilized 
for tho assessment and collection of tho profe-sion and companies taxes. 
The area under tho jurisdiction of each board is small and compact and 
tho members of the board aro likely to have fairly reliable information as 
to tho income of tho residents in tho area. As already stated, the income 
from the profession tax in unions was _Rs. .74 lakh and fi*om the companies 
tax Rs. .175 lakh in 1923-24. No special difficulties in regard to the assess- 
ment and collection of these taxes in unions have been bi-ought to notice. 

Motor bus Services. 

• Jlotor bus services aro at present generally unlimited and running in 
competition with each other and paj' to tho local board a fee at so much 
izer mile of their run. It is doubtful whether under this arrangement tho 
public secure the best and safest service and the local board the greatest 
revenue. If a car breaks down and ceases to run for sohie days, the public 
service is diminished and tho local board’s fees reduced. Such breakdowns 
are frequent in the cars owned by small and inexiierienced owners who are 
likely to employ inefficient drivers and fail to see to tho proper maintenance 
of their vohiclqs. The remedy appears to be to lay down conditions for each 
run as regards service in every particular — number and seating capacity of 
cars running and in reserve, horse-power (minimum), tyres, timings, fares, 
etc., and dispose of each run by auction or tender. Penal clauses would be 
provided in an agreement for failure in any particular. This would secure 
to the public a reliable and'sufficient service which would not bo driven to 
dangerous expedients by competition and to tho local board tho full com- 
petitive place for the use of its roads. 

Abolition of Tolls. 

Toll revenue goes to two authorities — district boards and municipalities. 
Both kinds of tolls cause considerable inconvenience^ to traders and travel- 
lers and may give rise to a certain amount of oppression by toll-gate keepers. 
The amount paid in tolls does not all go to tho local authorities, but a con- 
siderable percentage remains with tho toll contractor. These and other 
considerations have long ago led to the abolition of tolls (practically com- 
plete) in most civilized countries. It is not, I think, right to say that India 
has not yet reached the degree of civilization at which tolls can be 
abolished. " On the other hand Govorunient and local authorities maintain 
an immense mileage of trunk and district roads which are increasingly used- 
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I)v wlicolccl traffic of all kinds, carrying i)roduce and almost every article of 
coramorce as well as passengers. I’licimprovemeTit of railway facilities has 
not in the past decreased road traffic on the whole and is not likoly_ to do 
so in future, but if there is thought to be any chance of its causing a 
perceptible decrease, that is one more reason for local authorities finding an 
alternative source of revenue instead of tolls. 

2. iSIunicipal toll-gates being comparatively few, and the tolls not being 
paid by vehicles licensed in the particular municipalities, cause comjiaratively 
less inconvenience, while they form a definite source of income specifically 
applied (in part) to maintenance of municipal roads. For the present, muni- 
cipal tolls can be left alone. It is possible that with the exjjerience of alter- 
native courses proposed, these may also be abolished after some time. 

3. Supposing it is conceded that the time has come to abolish tolls on 
extra municipal roads, it remains to be seen how an expanding source of 
revenue for local boards can bo secured to counterbalance the loss of toll 
revenue, while avoiding as far as possible unfair incidence of taxation. 

4. In local board areas the chief sources of toll revenue are carts, motor 
cars, motor cycles, cycles, animals, etc. Motor cars and cycles except those 
plying for hire, heavy vehicles exceeding two tons in weight unladen, and 
light vehicles with a trailer attached to them pay no annual fees at all un- 
less they happen to be owned in a municipnlit 3 ’. In Madras a four-seater 
car paj’s Rs. 70 and a motor C3’cle Es. .30 a 3'ear — in district municipalities 
Rs. 50 and Rs. 30 or Rs. 20. 'I’hese foes are low compared to those payable 
in Great Britain where a car of 15 horse-power pays £15 or Rs. 225. 

5. The carts that pass through local board tolls are mostly either carts 
owned by agriculturists and used to transport their produce or families or 
carts owned by traders can-ying imports or exports or other articles of com- 
merce. The carts of the former class may roughly be taken to use roads (in 
cart-miles) proportionately to the land belonging to their owners while the 
cart-miles of the latter class may be similarly taken as proportional to their 
owner’s business or property. It will be normally fair to both classes to sub- 
stitute for the tolls paid an increase in land cess and in profession, property 
and house tax. 

6. The toll revenue of district boards is roughly Rs. 27 lakhs (excluding 
toll contribution from municipal councils of 2.41 lakhs). Land cess is 85 
lakhs, property tax and profession tax in municipalities and house tax in 
unions is 46 lakhs. If two pies is added to the land cess and the other taxes 
named are raised by 10 per cent, local bodies should receive additional in- 
come of Rs. 10.5 lakhs and Es. 4.6 lakhs or a total income of Es. 15.1 lalchs. 
There are over 1,000,000 carts. So this is equivalent to onl 3 ' 1.5 rupee for 
each cart. This leaves Rs. 11.9 lakhs to be secured b 5 * increased taxation 
on motor vehicles, and cycles, and horse vehicles, for animals do not use 
roads to a great extent and can be neglected. There are 12,268 motor vehi- 
cles, so that even disregarding evor 3 ’tliing but motor vehicles 11.9 -laldis re- 
quires an addition of only an average of Rs. 100 for each vehicle, in addition 
to any municipal tax alread 3 ' paid, or slightl 3 ' less if the tax on push-bicycles, 
juthas, etc.. Is increased. It may be necessary to leave out of account taxis 
and motor buses pl 3 dng onl 3 ’^ within Madras Corporation limits. The number 
of the former is 127 and of the latter 82. 

7. The enhanced fees and taxes paid would not in general correspond 
entirely to tolls in the local areas whore the fees and taxes accrue. A cart 
paying fees in municipality A situated in local board area B ma 3 ' use roads in 
local board areas C, D, E, etc. Similar] 3 ' for carts and other vehicles. 

8. It is necessary to suggest a plan on which sudi fees and taxes should 
be distributed. The addition to taxes in municipalities and unions and to 
license fees in municipalities and the newly-imposed license fees on non- 
municipal areas will be credited to a central fund under the control of the 
Local Self-Government Department. Fi-om this fund local boards must bo 
compensated for loss of tolls by payment of their average toll revenue. This 
is likely to leave a surplus in the fund which could be distributed either in 
proportion to the toll revenue or accordiiig to the actual expenditure on 
communications or at the discretion of the Local Self-Government. TKe 
greater part of the surplus would probabl 3 ' be spent by distribution in pro- 
portion to actual expenditure on communications leaving a lump sum for 
discretiouai’y grants. 
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Mr. Cotterell gave oral evidence as follows 

The rres'ulent. Q. — ^You are Secretary in the Local Self-Goveriunenc 
Department? 

A. — ^Yes, I only took charge at the end of March. 

Q. — ^Your department has sent ns tliree notes, one as general answers 
to the questionnaire, one on tolls and other matters, and one on the develop- 
ment of profession and companies’ taxes. 

A.— Yes. 

Q. — ^Do they rejjresent the views of the INIinistry or those of the Secre- 
taries to Government? 

A. — The answers by Mr. Jloore represent the views of the Ministry. 
I don’t think the others have been seen by the Minister. 

Sir Percy Thompson. Q. — Let ns take the first note. In answer to 
Q. 107 you suggest that the following taxes should be assigned to local 
authorities : tax on advertisements, tax on amusements and stamp duty 
other than duties of which the amount is fixed by Indian legislation. 
Would there not be a difficulty in regard to stamps on commercial trans- 
actions in that there would be two competing local authorities? 

A. — I discussed that with Mr. Moore; he only meant a surtax on stamj? 
duty. 

Q. — ^Even then it seems to me that there is a difficulty. Suppose you had 
a document which was executed in one municipality, but related to a matter 
in another municipality, would not both the municipalities claim the sui- 
tax? 

A. — ^Probably thej' would. 

Q. — Are you going to have a special stamp? Suppose a document 
relates entirely to Madras and the man buys a stamp in Ootacainund, the 
latter place would be getting the benefit of it. It seems to me that unless 
you have a sjjecial stamp the real proceeds will not be allocated to the 
proper authority. 

A. — ^If .you mean that the tax will have to go to the place in which 
the stamp is bought, I think it would be a difficult matter to work. 

The President. Q. — ^Is there any difficulty with the stamp duty at 
present collected on transfers of in'operty in Madras? 

A, — Not that I know of : it purelj' applies to the Corporation. 

Sir Percy Thompson. Q. — Take, for instance, transfers of property in 
Madras ; do I use one of the ordinary general stamps which I can buy 
anyw'here? 

A. — ^I am afraid I can’t answer that. 

Dr. Paranjpye. Q. — ^In answer to the same question, you suggest a 
.surcharge on excise revenue. If yon sell a license by auction, you pitch the 
rate as high as possible : if therefore you have a surcharge on excise revenue, 
it would only mean so much revenue less to Government as the shops will 
sell for so much less? 

A. — I do not think I should be in favour of it. I do not knofv if 
Mr. hloore actually recommends it. He says that the Financial Relations 
Committee recommended that local bodies should be empowered to levy a 
surcharge on excise revenue and that it seems i^refei-able to pei-mit local 
boards to levj' it. I do not think he was really in favour of it. There is a 
great difficulty about accounting there, because the trees would be in various 
l^arts of the country and you don’t know to which local body the surcharge 
would go. 

Q. — Obviously a licxour shop in a municipal area would serve the inter- 
est of a lot of outside imople but the municipality would claim the whole. 

A. — Quite so : I don’t think it is a workable scheme. 

The President. Q. — It has been suggested many a time that you should 
give the municipalities the license fees and they would then not be so an- 
xious to shut down shops. 

A. — 1 have heard of it. There w'as a suggestion somewdrere that a 
percentage of the abkari fixed fees should be paid. 
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The diaharajudhivaja Bahadur of Burdu-an. Q. — lii reply to Q. 107 
you say that certain taxes now included in Schedule I of the Scheduleti 
Taxes Rules and assigned to Local Gorernnients should be transferred to 
Schedule 11. I suppose you mean by this that the proceeds of those taxes 
should go to municipalities? 

A. — Yes : Schedule II relates to taxes which can be transferred to 
local bodies: Schedule I is jn-ovincial taxation. 

Q. — ^If you did tliat, do you think that the local bodies would be in 
a position to impose or not to impose those taxes as they like? 

A. — ^Yes. 

Q. — Do j'ou think that in your province a tax on amusements would 
very largely fall on European fornis of amusement, e.g., theatres, races? 
Do you think that anj' racial question would crop up or that a municipality 
would tax English amusements more tlian Indian amusements and from 
that point of view, don’t you think that it would he fairer and better to 
have such taxes in the hands of .the Local Government in Schedule I, so 
that the Local Government may make over the proceeds of such taxes to 
the local bodies? 

A. — I don’t think there votikl he much racial question, because 'there 
are very few Europeans in this Presidency except in Madras: and cinemas, 
theatres and circuses are fairly frequent only in larger towns. Even in 
Madras the races are attended by thousands’ of Indians and hundreds of 
Europeans. 

Q. — Do you think it is quite safe to transfer it from Schedule I to 
Schedule II? 

A. — ^I don’t sec any objection on the grounds you have indicated. 

Dr. Barai\jpiie. Q. — Have you any example of a local tax which has 
been so arranged as to hit a particular community more tha7i another? 

A. — I can’t think of any instance. 

Q. — So far as u’C can judge b.y wliat has taken ijlace, there is no reason 
to expect any such racial discrimination in the taxation policj’’ of the 
future. 

A. — IMunicijial and local hoard taxes have so little to do with Europeans 
that I do not think there is any reason to expect that there would he any 
discrimination. 

The Fresident. Q. — I suppose that it is possible that a vegetarian com- 
munity might tax slaiighter hoiises out of existence. 

A. — They might try to close them. 

Dr. Paranjpyc. Q. — After all, vegetarians arc comparatively feAv, and 
there arc few people who are i-estricted to vegetables by their religious 
customs. 

A. — That is not so in the Madras Presidency. 

Q. — They are vegetarians by practice, but not by religion. 

A. — I think they would lose their caste if they ate mutton. 

Q. — Not the non-Brahmins ? 

A. — I think they would. The Hindiis won’t touch beef or mutton 
excei^t the lowest castes. 

Q. — ^You say you want to omit the words “save where such tax is . 
first imposed in a local area in which an octroi was not first levied on or 
before the 6th July 1917” against item 8 in Schedule TI. You can now 
apparently levy an octroi where you like, hut you cannot levy a terminal 
tax unless you have previously had an octroi. 

A. — ^That is so. 

Q. — T have an idea that you proposed a terminal tax, hut the Govern- 
ment of India refused to accept the pi-oiiosal. 

A. — ^It is not within my knowledge. 

Sir Percy Thompson, p. — ^Your reply to Q. 111. I think you would 
agree that tolls are objectionable and should be avoided if possible. 

A. — ^I certainly do. I prepared a note for the Local Advisory Committee 
on the abolition of tolls. I would like to hand that note over to the 
Committee. 
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Dr, Paranjpye. Q. — ^By wliat would you replace tolls? 

A. — ^Local board tolls - come to about 40 lakhs. Municipal tolls are 
fi-ee to municipal vehicles: leaving municipal tolls alone, which amount 
to about 13 lakhs, the other tolls are paid by carts, _ jutkas, cars and 
bicycles. You could increase the license fee on cars which now pay from 
Rs. 50 to Rs. 70. 

The Freskleni. Q. — ^Tinder what Act? 

A. — ^Tinder the Municipal laws. 

Q. — ^How will that help you? 

A. — You will have to imt on a surcharge. All cars which use district 
roads pay a fee to the municipality, which is a municipal license fee. 
.Tt is very inadequate as compai'ed with Euroiiean motor car fees. 

Q. — ^They also pay a registration fee. 

A. — ^That is once in a lifetime. 

Q. — And they pay a special fee for plying for hire? 

A. — ^Yes. 

Q. — Wonld it not be iiossible to have a provincial fee instead of that? 

A. — It would be practically a provincial fee. 

Q. — ^The whole of that woiild he earmarked for roads? 

A. — believe in England it goes to the Rond Board. 

Q. — Can’t you do that iiuder the Motor Vehicles Act without further 
legislation? 

A. — imagine you can; you would have to constitute a Road Board. 

Q. — ^You have a Road Board. 

A. — ^It does not operate to my Icnowledge. I put it before the Advisory 
Committee, but they considered that it would be very hard to abolish tolls 
for carts. It is quite true that the toll is actually paid for something used : 
you use a road and pay a toll. 

Q. — ^Is there any difficulty in distinguishing ))etwoen a farinor’.?*’cart and 
the regular carrier’s cart? 

A. — I propose to put a small addition to the land cess for the agri- 
culturists and people who live in the rural parts and to put an addition 
to house tax in unions and profession tax in municipalities for people 
living in towns, say, 10 per cent; these two, with the addition to motor 
fees, would cover the whole of the revenue from tolls and would be an 
expanding revenue. 

Q. — ^Wouldn’t a man running a transport service establish ,his head- 
quarters outside a union and pay nothing to anybody? 

A.— He might : it is very difficult to get a complete scheme. I think there 
would be opposition to raising land cess and profession tax at present. 
I don’t think that cartmen mind these tolls so much as people who are 
accustomed to travel by motor. 

Sir Percy Thompson. Q. — You have a dutj' of Rs. 50 on motor cars at 
present; suppose you piit a surtax of Rs. 20, would hfadras town get any 
.advantage out of it? 

A. — Actually in jMadras town the license fee is Rs. 70, you have to 
raise it by about Rs. 85 or Rs. 100. ^ 

Q. — ^IVould that Rs. 85 go to the local boards outside Madras? 

A. — It will be pooled; there will be a Road Board which will do the 
whole work. In addition, there are a certain number of cars owned by 
planters who do not live in municipalities at all. They would have to pay 
to a central fund nnder the control of the Self-Government Department 
or the Road Board. Local boards must be compensated for loss of tolls. 
You would have to have some sort of organization which would distribute 
the funds. 

Q.— -Would you let us have copies of your scheme? 

A. — ^By qll means, but it is a very rough scheme. 
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Q_ Xn reply to Q. 112, you Kuy that in the case of local hoards the tax 

on hoxrses and land cess are payable by the owner or the occupier. How is 
that ? 

A. — ^They coiiio down on tho occu])ior if tho owner does not pay. 

Q. — Can ho recoup himself? 

A, — imagine he can deduct it from his rent. 

Hr. Syder. Q. — ^Hiat is the point in the next sentence? You say. 
“The owner can always shift the hiirdcn of the tax to tlie occupier.” If 
that is so, there is no point in what goes before. 

A, — ^YHiat is meant is that he puts up tho rent. 

Q. — ^If tlie occujner pays it, does ho deduct it from the rent? ' 

A. — Yes; suppose tho rent is Hs. 500 .and tho tax is 11s. 50. Tlio 
occupier can pay Es. 450 ns rent and Es. 50 as tax. 

The Maharajadhiraja Jlahadur of Jivrdtrnn. Q. — ^^ory often it is the 
owner that pays. 

A. — I do not know. I have no actual experience of collecting it. 

Sir Percy Thomj^sou. Q. — In most of the other provinces there is a 
provision specially authorising the occupier to deduct it from the rent. 
That is not in tho Madras Act? 

A. — ^Tt does not seem to he so in Madras. 

Q. — "With regard to Q. 115 you say, “T)jo municipal council should have 
tho power of rating land according to its annual value”? 

A. — Yes; I think tho Government fixes the ground rent of tho land. 

Q. — think it is tho President of tho Council. 

A.' — It may he in the Jfadras city. But in the case of mofussil muni- 
cipalities, tho Collector fixes the ground rent, 1 think they must have 
tho power to r.ate it. 

Q. — To exempt improvements is rather a novelty. If a man "built 
a house on a piece of land, it .should not ho rated on tlie liouse and land 
hut only on the value of tho land? 

A. — Yes. 

Q. — Then it is stated, "The tax on xirhan lands should go entirely to 
municipal revenues instead of jjartly to Government and partly to councils 
as at present in this province”. Ground rent is what the Government 
charge for tho use of tho Government land. 

A. — They pay every municipality a fixed amount which is a sort of 
stabilized revenue. 

Q. — It is for property actxially belonging to tho Government? 

A.— Yes. 

Q. — They are the owners of it? 

A.— Yes. 

Q. — Obviously they charge a rent. 

A. — ^Thoy only retain what they would get for that land as agricultural 
land. 

Q. — But .surely it is not a tax. It is a voluntary payment. 

A. — Yes. It is really the rent for the land. But the idea is that the ' 
v.alue of the land is due to tho prc.senco of the municipality — to the 
exi.stence of thh town. If there was no municipality, tho Government would 
only got their agricultui-al .revenue and .so they say, “Owing to the pre- 
sence of the municipality the value of tho land is’ incroa.sed and xx'e pay 
over the difference to tho municipalitj'”. 

Q. — ^Have j-ou thought at all hoxv yon xrould tax unearned increment? 

A. — No; I have not thought of it. 

Q- — ^It has rather a disastrous historj- in other countries. 

Hr. Uydcr.—Il it was a failure in England, it is successful in other 
countries, e.g., Germany. 

. Sir Percy Thompson. — ^They have not attempted in Germany to tax 'the 
unearned increment in land. 



l)v. Hydcr.—I think in the cities they hare it. The majority oi' 
German towns hare it. 

Sir Fercy Thompson. — don’t think that in Germany it relates to the 
site ralue of the land. ^ 

Dr. Dydcr. — ^^Vhat is the difference between the twop 

Sir Percy Thompson. — For instance, the ralue of buildings in England 
has enormously increased since the War, whereas the ralue of the site 
may not have increased by a pennj’-piece. Suppose you bought a piece of 
land in 1912 for Rs. 500 and you built a house which cost you Es. 500 and 
yon sold it for Es. 1,000, and the whole thing is now worth Es. 2,500. But 
jmu would probably find that the value of the land has not increased a bit, 
but only the cost of building, owing to the scarcity of labour, etc., which 
has gone up. It is not an increment in the land value but an increment 
in the- value of the bricks and mortar. 

Q. — ^IVith regard to Q. 116 you say, “The tax on companies should be 
le\'ied on net income instead of on the paid-up capital, gross profits or 
business turnover.” Does it not, in fact, come to this: if you can show 
that the profits of the branch in that particular municipalits^ did not 
exceed a certain sum the tax* is reduced and the reduced tax amounts to 
about 2J per cent on the profits? 

A. — ^Yes. I do not see n'liat else you have to tax fairly except the 
pi’ofits. 

Q. — In reply to Q. 117, you say, “Cost of national services like trunk 
roads and hospitals at headquarters should be contributed wholly by 
Government”. Do the Government at i)resent not bear the cost of mainte- 
Ucunce of trunk roads? 

A. — They bear the cost up to a certain maximum. 

Q. — ^They give the money to the local authority and the local authority 
docs the work? 

A. — ^The local authority does it and the Government gives the cost, 

Q. — I think you say, genorallj' speaking, those subsidies arc sufficient. 
Why then are the roads so bad? 

A. — The grants are sufficient for maintenance, but not for reconstruc- 
tion. 

The President. Q. — ^Do you admit that the roads ai-c bad? 

A. — ^I admit they are bad. 

Dr. PLyder. Q. — You classify the roads into trunk roads and second- 
class roads? 

A.— Yes. 

Q. — ^Does the Government contribute anything towards the luainto- 
nance and construction of these second-class roads? 

A. — ^It contributes half, provided it is within the maximum allotted. 
That is, there is a lump sum allocated for all the districts _ and up to the 
maximum of that sum the local bodies can get half on second-class 
roads, 

Q. — ^Did you have any trouble with the roads at the time of the 
Moplah outbreak? 

A. — I do not think there was any on account of that. But there was 
some trouble .owing to the floods. 

Q. — I cannot see the logical distinction that is made between the 
trunk roads and the second-class roads. You class the trunk roads as 
roads that ought to be there. But from the point of view of law and 
order, I think you have got to pay much greater attention to these second 
class roads. 

A. — ^I think the main roads are required more for the Government than 
the side roads and it is the local bpdies that require the side roads. 

The Maharajadhiraja Bahadur of Burdxcan. Q. — In Bengal the practice 
is this. Take the Grand Trunk road, for instance, which runs from Calcutta 
right up to the Punjab. That road, even though it passes through several 
municipalities, is maintained by the Government in the Public Works 
Department and is kept up as a sort of imperial highway. ' You have no 
such system here? 

VII— 10 



Dl4 


I think the onlj' road of that sort licre is the road to Oolaeainund 

and also pci'haps tlio road to Kodailcaiinl. 

Bir Percy Thomiyson. Q.— Is there any suggestion that this money is 
not realij' spent by the Councils? 

A. — think there have been such suggestions, 

Q.— They atjply the money to the general revenues? 

— Nq. the allegation is that it goes to the pockets of the subordin- 
ates. Of course, any one can easily make a charge of that kind; but I do 
not suppose there is any foundation for it. 

Q. — In page 295 of your memorandum you say, “Tlie Government 
contribute Es. 500 a mile a year and the amount is generally adequate”. I 
think you ought to say that the mads ought to bo kept in a good condition. 

A. — think that amount is gcnorallj' adequate for the maintenance of 
the roads. But many roads are in such a bad condition that they require 
more than repairing; they require remaking. The amount given is for 
maintenance. But a lump sum will have to bo given to bring the roads 
to perfect order. 

The President. Q. — ^IVith regard to Qs. 1G7 and 171 you say, “So far 
as assessment by local bodies is concerned, the experience in recent years 
has been that the taxes are not proiierly assessed or collected”, What do 
you attribiite that to? 

A. — I think the assessment and collection is done by people directly or 
indirectlj’’ dependent on the votes of the assessecs. 

Dr. llydcr. Q. — ^You sny, “In 1913-14 the Councils were able to collect 
96 per cent of their revenues while in 1923-2-1 the collections wore 82 per cent 
of the demand”. What has happened between these two dates? 

A. — A great many things had happened. There was the Wav. 

Q. — That can have no effect on the collections. 

A. — I do not pretend to give any explanation. I simply give the fact 
that the collections have gone down by 14 per cent. 

Q. — In 1913-14, those people who formed the nitinicipal 
administration — those elected peoiile — ^^vero dependent on the votes of the 
people. Is it not so? 

A. — I really have not much recollection of municipal facts of those 
times. 

Q. — 1 understood you to say that these i^ooplo in 1923-24 were more 
dependent on the voles of the assessecs. That was prcciselj’ the same oven 
before. 

A. — But they wore under more control then. The Government con- 
trolled them more. I think the Divisional Officer was generally the Chaii- 
man. Government did not give them such a free hand then. 

Q. — ^Does not jmur department intei'fere? 

A. — 'SVg make protests and give advice and recommendations and only 
say “We will do cei-tain things if you don’t do certain things”. But I do 
not think we have very jntich control how. In certain cases whore collec- 
tions are very bad, we appoint a man to collect and make the municipality 
pay for it. That is the extreme step we have taken in one or two cases. 
We generally threaten. 

The President. Q. — ^Ten years ago you did not go so far? 

A.— No. 

Sir Percy Thoin^json. Q. — ^In paragraph 10 of the notes on page 305 
you say, “Under the now Act of 1920, municipal councils wore also a\itho_ 
rized to levy a surcharge on income-tax”. Tliat is the jMadras Corporation 
law at present? 

A. — ^Tes. 

, Q-— Then you say, “So far, no council has been permitted to levy 
the surcharge’. Is it because the Governor-General in Council refused 
permission ? 
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A. — do nofc kno^ whether it is the Governor-General or the Gover- 
nor. I rather fancy it is the Madras Government. But I am not sure. 

Q. — 1 do not quite follow the last suh-paragraph of imragi’aph 15 on 
page 306. You say, “The Govei-nment of India did Jiot approre of the levy 
of surtax on income-tax”. There seems to be some conflict there, 

A. — ^They are two different Acts. One is the Municipal Act and the 
other is the Local Boards Act. 

Q. — ^Do I gather that in the case of municipalities, the Government of 
India do not object and in the case of local boards, they object to the prin- 
ciple altogether? 

A.— Yes. 

Q. — ^Do you know what is in the mind of the Government in refusing 
to allow it? 

A. — ^It might be that they are jealous of imperial taxation as against 
provincial taxation. 

Q. — ^Your general conclusion is that you should take assessment and 
collection out of the hands of local authorities and leave it in the hands of 
, unprejudiced persons in the service of the Local Government? 

A.— Yes. 

Q. — You say that the Revenue department will probably not be willing 
to do it. "Will there be any objection if you increase the establishment? 

A. — No, They already do a great deal for these municipalities. 

Q. — Suppose it was the view of the Local Government that these taxes 
were badly assessed and badly collected and they really ought to be done by 
some unbiassed persons. Would they object to it as a matter of principle? 

A. — do not thilnk there is any question of principle at all. 

Br. Syder. Q. — ^You say that in the case of the Dharapuram Munici- 
pality, “A large portion of the revenues is derived from tolls, and the 
collection from tolls comes to neardj' 50 per cent of the income”. Is it a 
very large municipal area? 

A. — I have not been there many years. I do not think it is a very 
large one. 

Q. — ^It seems to me that you have got a number of municipalities liere 
and they do not have many resources, the only resource open to them, apart 
from the local rates, being the tolls? 

A.— Yes. 

Br. Paranjpye. Q. — Is Bharapuram a pilgrim centre? 

A. — ^No; but I think it is on the way to Palni which is a place ol 
pilgrimage. 

The President. Q. — ^Is it not a cotton centre? 

A. — ^Yes; I think so. There is one other suggestion besides tolls. That 
is about motor bus services. The motor bus services at present are unlimited 
and run in competition with each other and pay to the local boards a fee 
at so much per mile. It is doubtful whether the public secures the best and 
safest service and the local body gets its full revenue. If a car breaks 
down the public service is diminished and the local body’s revenue reduced. 
Such cases occur frequently. The remedy appears to be to lay down condi- 
tions for the traffic regarding the service in that particular area, the 
number, seating capacity, horse-power, timings, etc. That is, you should get 
the full value of the service and also the proper service. And you could 
insist on the best possible service if you have a monopoly disposed of bv 
auction. 

The President. Q. — ^There is a good deal of legal controversy on the 
matter ? 

A.— Yes. 

Q. — ^Do you recommend legislation, if necessary? 

A. — ^I think I should. 
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Q. — Can 5 'ou tell ns if any niunicipalitjr lias irorked a betterment tax? 

A. — I tliink it has been -worked in the hlambalam scheme. I have not 
Iieard of any other case. I have not had any experience myself. 

. Q. — Could you look into the i-ecords and let us have a note? 

A. — Yes. 

Q. — Yon say, “The tax on arts, professions, trades and callings finds 
a place among the rates and taxes leviable under this Act, the primary object 
of which was tb provide funds for the maintenance of the police force”. Is 
it recognized ^that the local bodies have any responsibility to maintain 
the police force? 

A. — No. I do not think there is any. 

Q. — You say, “The Cliairman is not entitled to call for accounts of any 
assessee. nor has he any means of knowing accurately the amount, of income- 
tax paid by persons, as the information collected by income-tax officers is 
treated as confidential and is not made available to him”. On the other 
hand, under your City Municipal Act there is a distinct provision that the 
assessment sliould be based on the income-tax books. 

A. — I suppose under the provisions of the Act there is some ruling, but I 
have not got any information. 

Q. — ^You say that profession tax jn taluk board areas is entrusted to 
village officers on payment of a commission of 5 per cent of the collections 
and you think that is not good enough? 

A. — Yes. The village officers will not do it, because the commission paid 
to them is not attractive. 

Q. — Now you are proposing to entrust the work to the revenue officers? 

A. — ^AVell, I am not sure about it. 

Q. — Then how do you propose to get over the difficulty? 

A. — Only by continuing the present sy'stem. 

Q. — Does it not result in the ryot paying and the monoy-lenders 
escaping ? 

A.— Yes.- 

Q. — ^Would there be any difficulty in entrusting it to the revenue 
inspectors ? 

A. — think it can be done, but it will be too much to add to the work 
of the revenue officials. I think if the work is going to be big enough, you 
■will have to employ a separate staff for it. 

Q. — If it is under the control of the tahsildar, it will help considerably? ' 

A. — ^Yes. I know in many cases the local bodies had to give it up 
entirely as they could not collect it. 

Sir Fercy Thompson. Q. — ^I think the amending Bill under consideration 
is proposing to exempt the agriculturists. 

A. — I think so. 

The President. Q. — ^What is the number of unions in this Presidency? 

A. — ^I think the number of municipalities is 81, and the number of 
unions must be double or more than that. 

Q. — No. I think it is stated in the report that it fell from 578 to 548. 

A. — I see. 

Q. — ^You say in 36 councils the private scavenging worked at a loss. Do 
you make it compulsory? 

A. — ^We only say that we will surcharge them for the expenses which we 
do not consider justifiable. We simply threaten to do it. As a matter of 
fact, we have not done it so far. 

Q. — ^You suspect that many of the taluk boards have not yet begun to 
avail themselves of the poss'bilifes of making licenses a source of revenue, 
and therefore you propose to amend the present Act so as to give power 
to the local bodies and municipalities to enhance their revenue by imposing 
fees for registration of sellers of particular commodities, e.g., cotton, 
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groiindnut, gunporrder, etc., and compelling brokers in big to-svns which 
have markets to take out licenses on payment of fees. That would be an 
alternative to the profession tax. If you can do that, can’t you get those 
people under the profession tax? 

A. — I think that would be in addition to the profession tax. 

Q. — ^^\’’ould it not be within the power of the board to levy profession 
tax. I inean, is not profession tax sufficiently elastic? 

A. — Presumably they are charging profession tax on. income which 
includes profits they are making on these. In addition they want to charge 
license fees. 

Q. — ^You say that the question of levying terminal tax for the hladraa 
City was raised at the time of passing the Act of 1919, but it was not 
approved by Government. And you say that it is doubtful if a terminal 
tax on good.s and passengers by sea or rail will find favour with the Govern- 
ment of India. Have you any reason to think that? 

A. — ^I do not Imow really much about terminal tax. 

Q. — Terminal tax is an octroi without refunds. Practically you have 
got terminal tax on timber in the city. I think you are asking for a 
terminal tax on passengers, like a pilgrim tax. I do not think the Govern- 
ment of India will object to it. 

A. — ^I do not think so. 

Q. — ^Then I see Mr. hid. Zindah siiggests a tax on marriages. 

A. — ^I see. 

r 

Hr. Jlyclcr. Q . — 1 want to ask you whether the tax on marriages would 
have any political reaction. The point is whether people would begin to 
say that Government is interfering with their sacred institutions? 

— ^I should like to know whether the registration would be optional 
or compulsory. 

Q. — ^In the Punjab where it is in operation it is optional. 

A. — ^Do people take advantage of it? 

Q. — ^You see, there are a number of disputes about women and then 
murders are committed, in such cases the fact of the marriage having been 
registered is prima facie evidence. 

— Personally, I do not think it will be a very popular tax. I do not 
know if it will result in any rioting in this province, but I am quite sure 
that it will be felt as a piece of injustice. 


3Hr. J. A. SAIiDAJSrHA, B.A,, IiIi.B., M.Ii.C., Madras, was nest 

esansined. 


Written memorandnm of Mr, Saldanha. 

Qs. 131 to 145. Succession duty . — I am strongly in favour of making 
succession duties universal in India, extending them to beneficiaries as 
a result of survivorship in case of joint families by taxing only the shai’O 
of the deceased, as well as his separate property. The limit for levying 
the tax should, in my opinion, be fixed as at present. As the duty is to 
be made universal it will have to be considerably reduced. I presume that 
the duty will have to be levied in case of testamentary succession as well 
as intestate succession, the letters of administration and probates being made 
compulsory ' in all cases. In case • of survivorship a modified sj^stem of 
letters of administration will have to be introduced. 

Another serious difficulty that will have to be faced is as to the courts 
by which probates and letters will have to_ be given. The present number 
of Civil Courts with their elaborate technical procedure will not be able 
to cope with the increased woik. Except as to points of disputed succession 
or survivorship, I would propose a separate set of courts somewhat on the 
lines of revenue courts with a summary procedure to deal with questions 
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of letters of adniinisti-etionj probates, and succession duties. At the present 
stage I cannot aclvocato a legacy duty according to scales of rolationsliip, 
Tho levy sliould bo on the capital value of the estate of the deceased. 

Capital levy. — I’bo mention of tho capital levy makes me .sugge.st the valua- 
tion of all properties periodically, say, once in ton years, aiid the levy 
of a duty on the ubolo for meeting, expenditure of an cxcejjtional nature 
arising out of floods, famine, and war. Tn sucb cases, 1 u-ould prefer to 
have recourse to capital levy i-atbor tbaii borrowing in tbo open market, or 
increase of taxes on ncco.ssarios of life, sucb as salt. Tlio point has not 
been raised in tbo questions jjrinted, but Ibe capital lev.v enforced when 
tho property pa.ssos (a) from tbo dead to tbo living, (b) fi'om tbo living 
to tbo living; and the suggestion of it in connection wiUi question of joint 
families in Q. I'll (d) has sot mo wondering why the idea of cajiital levy 
.should not bo extended. 

Qs. 121 to 1.10. Toharm-tax.—Aa lo fields in which tobacco is cultivated 
at in-osont a revenue assessment is levied as in the case of other cultivated 
lands, but further tax .should be levied when tobacco leaves enter into a 
manufacturing or industrial stage. For this jnirpo.so 1 would advocalo 
tbo moans of levying lax suggested iu Q. 122 tU) or in the alternative 
Q. 122 (5). 

Qs. 90 to 101. Laad rrvrnve . — T would abolish the jire.sont .system of 
land revenue b.v ])oriodicnl settlements and substitute in its place a direct 
income-tax by ascertaining iu case of peasant ]>roprioioj-s without tenants 
the gross produce in kind and deducting a certain percentage of tbo gross 
produce, sa.v, 10 per cent ns was done in ancient times according to the 
Hindu Dbarma Sbastras and realizing the market value of it in easb. 
This gross produce could bo a.scertained annually by insisting upon the ryots 
to keep accurato accounts to be checked by the village ofllcers or by getting 
the ryots to afford facilities to tho village ofTicerH io ascerfnin tho produce. 
In ca.so of landlords who derive their land income by rent, the inco)no-tnx 
should bo levied on tho rent. 

As to tho laud itself a small quilront of an uniform character should 
1)0 levied according to area from its occupant without regard to cultivation, 

Qs. 02 ri scr,. Exciac. on li'iuorf. — 1’ho only aUernative to the national 
claim for total prohibition .should bo a national industrial excise 
policy, so that thoro bo free production of decent liquor subject to excise 
dut.v* as in Gro.at Britain of every material available including hajri, pine- 
apples, potatoes, and giapes, on the lines followed in the M.vsoro State. 
Tho import dutv on foreign liquors should be liigber than tho excise in 
Great Britain and other EuropeaJi cotnifries exporting liquors as well as in 
India. 

Ftalt . — Tlio aim .should bo to produce tho best salt possible, and levy 
heavy import duties on foreign imported salt including that brought os 
ballast. 


Ml’. Saldnnha gave oral evidence as follows 

The rrcsiilcni. Q. — You are a retired judicial ofTiccr of tho Bombay 
Presidency and a Member of tho INfadras Legislative Council? 

A. — Yes, Sir. 

S . — You suggest in your memorandum a .succession duty, a capital levy, 
teration of tho land revenue .system and an alteration of tho excise 
and salt revenues? 

A.— Yes. 

Dr. Paranjpyc. Q. — You propose lo have succc.ssion dut5’ in tho case 
of joint Hindu families by taxing only tho share of tho deceased? 

A.— Yes. 

Q.— You are a Christian ; don’t you think this would bo treating tho 
Hindu joint family more favourabl.v than a Christian familj’, bocauso among 
Christians tbo property passes only on death unless there "is a gift? 

A. — ^Yos, tho whole jiroporty passes only at death. 
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Q. — you have property whether it is ancestral or not, your pi-oporty 
will pass to your son on your death, and your sou will have no right in 
the property till you are dead. In the case of Hindus they got rights in 
the property both at death and at birth. 

A.— Yes. 

Q.— But 3 ’ou are only taxing what he gets on death and not what ho 
gets at birth. 

A. — Yes. 

Q. — Supposing you have one laldi of rupees property, if there were 
death duties, your son will have to pay on one lakh of x-upoes. Supposing 
there is a Hindu who has got a propertj' of one lakh, and after ho gets 
.. this property, a .son is horn to him. At his death that property will ho 
charged only on Es. 50,000, because under the Mitakshara Law if he gets 
a son, his iiox'tion of the ixropei'ty will become only half of it. 

A. — am afraid niy reading of the Hindu Law is that once he begins 
to have a share of the father’s property, it becomes his own property. 

Q. — ^If the property has been inherited from the ancestors, whether ho 
has got a son or not, 'he cannot give it away. But a son is born and he 
survives ; when the father dies the property on which you can charge is 
Es. 50,000. Noxv, don’t yoxi think there is a discrimination between tho 
Christian and Hindu? 

A. — ^Yes. I think there is a discrimination. 

Q. — am a Christian, then, on tho death of my father I yvill have to pay 
tax on ono lakli of rupees, whereas if a Hindu inherits a property of one lakh 
of rupees and afterwards gets a son, when that man dies the son will have 
to paj’ only on Es, 50,000 and not on one lakh of rupees. 

A.— Yes. 

Q. — Simply because ono is a Hindu and tlie other is a Christian, one 
will have to iia}’ on Es. 50,000, and another on one lakh of rupees? 

A. — Yes. In the case of a xvill, we Christians are bound to ajiply for a pro- 
bate and pay court-fees and duties fx’om which othei-s are exempt. That is 
our complaint. In tho course of my experience _1 can say that in ninety per 
cent of tho cases there arc disputes and Christians arc out to take probate 
because thoi’o are some disputes or other. In the case of intestate succes- 
sion, it is almost essential to take letters of administration. Also in the 
case of a Christian there are very high succession duties which the Hindus 
and Muhammadans escape. We think that cither ail should bo exempted 
or all charged, 

Q, — ^By your proiiosal you are not going to do away xvith the whole 
discrimination, 

A, — ^I can wox'k out a scheme to allow no disci’imination, but I can’t 
think of it just now. 

Q. — ^In the second paragraph of your n'oto, you say that there should 
only be an estate duty and not a legacy duty. In England and most other 
countries, death duties are divided into two parts : ono an estate duty 
-graduated according to the sifie of the whole estate, also a legacy duty or 
succession duty graduated according to relatiou!5hii), and in some cases also 
graduated according to the size of tho estate,' 

A. — I would stop with tho present ,systom, 

Q. — ^If you propose to charge a genorn! rate of 10 per cent as death 
duty, I suggest that you should charge 6 2 JOJ' cent as estate duty on the 
corpus of the whole estate,'" and chai'ge less than 5 per cent legacy duty 
in the ease of near relations and more than 5 per cent in the case of distant 
relations, 

A, — On further consideration, I tliiidv I xvonid do that, 

Q, — ^Under the Hindu Law, a distant relation who has no tie of affection ' 
with the deceased very often inherits: that means practically a windfall 
to him, 

A.— Yes. 

Q, — ^Another case is that of an adopted son, 

A,-— An adopted son is regarded so much as a son by a Hindu that 
I would not treat luin as a distant i-elation. 
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The Fresident. Q. — Tho scale of prolialo duties in tliis country is very 
loiv as compared ■with succession duties in otlier countries P 

A. — Yes. 

Q. — ^And yet you think it should bo reduced? 

A. — ^^Ve are paying very heavy assessments in other ways. I would 
keep it as low as possible and even reduce it, Jf the duty is extended 
to all classes of people, I think we can get several erores of additional 
revenue. Wo, Christians, feel that this tax is a very heavy one. 

Jdr. Farmijpi/e. Q. — Can you give us a rough estimate of wliat you 
would got? Wo wore told that if income-tax on agricultural incomes were 
levied, aliout 14 or IG crorcs of rujioes could he got. hut when wo examined 
tho figures, we found that the estimate was grossly exaggerated. 

A. — I have not calculated even opproxiinatoly what you would gel. 

Q. — Can you mako a rough estimate: take, for example, the Bombay 
Presidency. 'I’lic land levcnue of tho Bombay Presidency i.s something 
between 4 and u crorcs of rupees. Taking land revenue to bo one-fourth of 
tho net assets (which is a lilieral estimate), tiio total not incomo from land 
would ho about 20 crorcs: capitarizing at G per cent tho total value of land 
will bo about 320 crorcs. 

A. — I cannot go into that calculation. 

I'hc Frcsidcni. Q. — You .say that tho present number of civil courts 
with their elaborato technical iiroceduro will not bo alilo to cope with the 
collection of the tax. Even now, under the Succession Act, powers can be 
delegated ? 

A.— Yes. 

Q. — You would propose a separate set of revenue courts to deal with 
these questions: but do you think that tho ordinary revenue courts would 
have sufficient legal knowledge to deal with questions of Hindu Law that 
would arise? 

A, — I think so : there is no need for much legal knowledge in these 
purely revenue matters. At i)rcsent much of tho work of valuation is done 
by revenue officers. As soon as a death takes place, it is tho revenue officei'S 
who estimate the value of the property. 3’o a great extent wo relj* upon 
tho Collector’s valuation. I do not think Civil CJourts are fit at present to 
make a fair valuation of iiropcrty. 

Sir Fcrcy Thompson, Q, — ^li’ou know that tho question of making a 
capital levy lias been subjected to considerable controversy in various 
countries. In India you have no real system of estate duties. I was 
just wondering whether it is rvorth considering the question of a capital levy 
in India until you have a system of estate duties. An estate duty is a 
capital levy which is taken at a jiarticular stage, that is, at death. 'Wouldn’t 
tho more ajiprojiriate time to take a cajiital levy bo when somcliody gets a 
windfall rather than to take it from everybody at a definite time? A properly 
under tho death duties’ scheme comes under I’cviow for capital levy once 
in a generation, and therefore, until you have a well-developed .system of 
estate duties, is it worth while considoring the question of a capital levy? 

A. — 1 do not think it is. It is such a complicated question that wo 
have not been able to tackle it. 

Dr. Faran jpyc. Q. — As regards a tobacco tax, do you consider an 

acreage duty feasible? 

A. — At present wo have tobacco cultivation in South Kanara, and 
I believe fields are taxed according to the condition of tho soil. 

Q. — Is tho class of tho field raised, because tobacco is grown in it? 

A . — 1 do not know. I understand that tobacco fields are taxed more 
or les-s similar to other fields. 

Q. — Is there a special tobacco crop-rate? 

A. — ^I don’t know: I don’t think there is ntiy such rate, 

Q. — But you in-0]30&e that a further tax should bo levied when tobacco 
leaves enter into a manufacturing or industrial stage. You know that 
tobacco is a cottage industry and a great deal of ordinary tobacco is made 
into hcedics. 

A, — Yes, 
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Q. — are you going to tax iL? Would you go to everybody’s 
cottage:-’ i\[any people may have siunll patclios of tobacco cultivation. 

idea is that every one ■»vho removes tobacco from the fields 
should' bo compelled to bring it to a particular place. In Kauara, cultiva- 
tion of tobacco is usually caiTied on in one j)articular jilace. 

Q. — The tobacco may bo removed to a cottage. 

A. — -won’t allow it to be removed to cottages, but Avould insist on its 
being removed to a central ijlaco. , 

Q. — But the man uho grows tobacco might remove it to his own house 
and make cigars at his own leisure. 

The Fresident. Q.— As the crop is gathered, you would collect it to- 
gether, tax it and then leave it free:' 

A.— Yes. 

Dr. Faranjptjc. Q. — ^Uo you know that tobacco is cultivated in small 
patches and it would be administratively difTicult to ensui-e that it is 
collected in one place? 

' A. — If it is collected in one large field, it would bo easy for the village 
oflScor to see that the croi) of that particular field is removed to one parti- 
cular place in the village and there taxed by the taxing officer. 

The Fresident. Q. — ^Vouldn’t j’ou get into difficulties with the process 
of drying it? 

A. — 1t is removed and afterwards dried. 

Dr. Faranjpjie. Q. — .-^t what stage would you bring it unto the central 
place ? 

A. — ^^Vhen the leaves are dry. 

' The Fresideni. Q. — That process of drying would go on for some time 
and yovi would liavo to have an officer there for some months. 

A. — That would be a difficulty. 

Dr. Faranjpye. Q. — Another suggestion made is to sell by auction the 
right to vend tobacco coupled with a limit of private po.ssession and .a 
license for dealers. 

A. — T can’t ausi;'or that cjuestion : T have not gone very minutely into 
this question. « 

Q. — ^You propose that somehow or other some money .should be obtained 
from a tax on tobacco? 

A. — Yes : I cannot go into details. 

The President. Q.^ — ^Would yotx mind explaining j’otir proposal for the 
substitution of another sy.stem for land revenue? ] under.stand yoxi would 
have a small quitrent of a uniform character levied according to "area, and 
the rest would bo income-tax. 

A. — ^Yes. 

Q. — You would not have the exemption limit at Rs. 2,000? 

A. — Wlien you substitute income-tax foi- nssessmeut, the limit should 
bo vor 3 ’ loxv, 

Q, — ^^Vhat would your limit be? 

A. — I can’t say what the limits should be. Under the old Indian 
Rajahs, T don’t think there was any limit. They collected the crop in one 
place and took one-sixth of the ixroduce. 

Q. — ^Are you proposing to go back to that scheme? 

A. — It looks on paper to be a very simple scheme, but it is very difficult 
in practice to work it out. 

Q. — You have not worked out the details? 

A. — I tried to work it out, but I found it difficult. In England there is 
no such thing as land tax assessment. 

Q, — ^There is an old fixed land tax, also income-tax. It is optional to 
the farmer in England to pay tax on an income xvhich is supposed to bo 
equal to his rent. 

A. — ^IVe could probably introduce some such system in India. 

Dr. Faranjpye. — ^Here most of the cultivators are small .-/there the 
laud.s are in the hands of hig landholder's who let them out. 

VIl-41 
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The Fi-csidcnt. Q. — ^^Voulcl it not come to mucli the same thing as tlie 
present sj’sioin? 

A. — The question is to do airay with tlio survey and land sottlomonts, 
take the accounts from tlio cultivator and see what crops arc; then take 
o'ne-tenth or one-sixth of the produce and assess it. It appears on paper to 
bo a very simple scheme. 

Q. — ^Wlien 3 ’ou come to work it out, must it not be based on the 
survey which you l)egan by condemning? Without survey you cannot keep 
accounts. 

A. — Survey is only for the area of the laud. I think it is diificulfc 
to work it in detail. 

Q. — ^Under liquors you say, “The only alternative to the national claim 
for total prohibition should bo a national indirstrial excise policjq so that 
there bo free production of decent liquor subject to excise duty”, 

A. — Yesj I find that the sisfcm works voiy satisfactorilj' in Goa. Very 
good and superior liquor.s are produced there — ^suimrior to those produced in 
the British territory. The tree is tapped there, and the tree is taxed, and 
there is a very high license fee for the manufacture of liquor. So nian.v 
people produce liquor and thej' are allowed to do it in every village. Only 
a license has to he taken out for the production of liquor; and in this way 
a large quantify of liquor is produced there. And at the same time 1 cannot 
say that the people consume too much liquor in Goa. The liquor is jrro- 
duced from everj’ sort of tree. 

Q. — No attempt is made to limit consumption? 

A.— No. 

0- — And >’ou think that is good? ; 

A. — Just as in Eui'ope there is no limit to the amount of production. 
I would allow the same li'cedom as is allowed in Europe. I would turn the 
liquor production into an industry, just as whisky is an irrdustry in Scotland 
and Ireland. 

Q. — ^You encourage productioir both for local con.sumption and export? 

A. — ^Yes. India is capable of producing ns good liquors as any 
other couirtry. j\ry.sore, for instance, produces its own whisky, its own rum, 
its, own gin and its own brandj-, though it is Jiot of a very high character. 
Bxit I am sure that gradnall.v. with proper expert advice, thej’ will also 
produce as good liquors, as good whisky, ns any other foreign country 
does. 

Q. — Do you know how those liquors are distilled? 

A, — think they are prepared under Government supervision. 

Q. — Can you define whisky? 

A. — cannot. 

Q. — ^The Mj’sore liquor satisfies your taste? 

A. — ^No ; it is of a very inferior sort. But what I say is' that India 
can irrpduce very good liquors out of, the material available here. For 
instance, the haju liquor; it is the opinion of a large number of people who 
have drunk it that it is a very superior liquor and good for the health 
also; and it is also used as a remedy for various complaints, foi' instance, 
rheumatism. 

Q. — With regard to salt, you would levj’ a heavy import dxxty? 

A. — Yes. ily information is that a large quantity of salt is carried 
to Bengal as ballast from foreign countries and it pays no tax. And even 
if a tax is, imposed on it, I think it is equal to the excise duty. As the salt 
imported is superior salt, the production of Indian salt must suffer. I 
would, therefore, encourage the production of suixerior salt in India. It is 
impossible to believe that India cannot produce as good salt as the foreign 
countries prodxice. 

• ■ Sir Fcrcy Thompson. Q. — ^Bxit it costs verv much more to send Indian 
salt to Bengal. 

Sfxlt can easily be brought in ships from foreign countries to 
Bengal, why canqot Bombay or Madras salt be carried to Bengal? 

, ,9* Do 3 ’ou know it costs more to send cotton goods from Manchester 
to Jjivoipool than from Liverpool to Bombay? What happens is that ships 
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take Homo Calcutta produce, such as rice aud jute, and return witii tiie 
salt and they cun afford to take it to Calcutta practically ior no cost. But 
there is no trade between Calcutta aud- Bombay. 

A. — ^^Vhy .should not Bengal pay move for the superior salt it gels? 
No doubt I "am against this high salt duty, and it should be reduced to the 
lon-est limit possible. In England X- believe salt is not taxed at allj and if 
this high excise dut 3 ' is I'emoved, Bengal can have Indian salt as suijerior 
as the iniijorted salt. 

Q. — The point is whether the man in Bengal is bound to paj' more than 
the man in Bombay or Madras. The man in Bombaj’ gets it cheaper because 
tlicro is little transit cost. If yon are going to force the Calcutta man to 
eat Bombay salt, he has got to paj’ the price in Bombay plus the carrying 
charge from Bombas" to Calcutta. Is it not hard for him to pay a high 
rate when he can get that salt from abroad at a less price? Are you going 
to say, “No, you shall not get that salt from abroad; you must have 
Bombay salt aud iiay the extra’ price” Is it not rather hard lines on 
Bengal ? 

A. — 1 sec the point. But it is very strange that India should not be 
able to produce salt for the whole of India. Even Bengal, with all its big 
rivers and other facilitie.s, should bo able to produce good salt. I do not 
see anj' reason wlij* superior salt cannot be iiroduccd in Bengal itself. It is 
really a wonder to me that Bengal cannot produce its own salt. 

Q. — ^Is there not this difficulty that the salt-producing season in Bengal 
is verj’ short and you often get storms there? 

A. — I have not studied the question why Bengal cannot produce its salt. 
But some of the northern coast districts in the JIadras Presidency, for 
instance, the Ganjam district, and also the Orissa coast, ought to be able 
to produce salt as good as impoi-tcd salt. I think the people should be en- 
couraged to produce good salt for consumption in this countiy. 

The rrcsklciif. Q. — Did you hear of the storm verj’ recently? 

A. — ^But it is a rare occurrence. 

Q. — But it Avould result in the loss of lakhs of rupees. 

A. — opinion is that some sci’ow is loose .somewhere in the administra- 
tion of our countrj'. We cannot have our own sugar, and oirr own manu- 
factures even with rc.spect to that most ordi’iary thitigs such a.s’ salt, liquor 
and so ou. Even for our ordinary ncce.ssities of life we have to depend on 
the foreign countries. I hope that surely a day will come when India, 
■with proper encouragement, will be able to prodxice its own liquors, its 
own salt and other things. 

JDr, Paranjtjye. Q. — Is it not a fact that a lot of Jcajti is wasted, which 
can otherwise bo used in making alcohol? 

A. — ^Yesj thousands of tons of hajii are wasted. ] had been going to a 
3iumber of villages to make a study as to the conditions there and how their 
condition could be improved — a .sort of economic enquiry; and there was a 
friend of mine from Bombay -tiho devi.sed a scheme irith regard to the 
■ improvement of the condition of the village people. The excise question is 
a serious question with them. Previously tbe\’ bad their own liquors — vory 
•superior liquors — Avhich they drank for yeaib together. There was a sort 
of enjoyment of life among them. But now they find that they cannot have 
the same enjoyment. Kani is wasted and so many other things are wasted. 
They cannot manufacture their own liquors; they cannot manufacture their 
own sugar. These indnstrics of liquor, .sugar and other things are entirely 
lost to the people. 
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20th May 1926. 

OOTACAMUWD. 

Present: 

Sir Chaiilks TomiuNTKit, k.c.s.i., i.c.s., J’resuleid, 

Sir UiJAA" Giiaxi) Mahtah, o.c.i.k., ic.c.s.i., i.o.At., Maliarajaclliirajii 
J3ahacliir of Biirchran. 

Sir I’EituY Thoah’.sox, ic.h.k., c.h. 

Dr. 11. r. Pahanji’ye. 

Dr. L. K. Uyijeu, ji.l.a. 


M.R.Ry. Rao Bahadur T. A. BAMALIITGA CHETTIYAU, 
B.A., B.L., M.Xi.O., was examined. 


Written memorandum of Mr. Ramalinga Chettiyar, C 

Q- !• — I’lic iiiduhtiial statistics and tlic statistics of income are fairly 
accurate. 'J’he agricultural stati.stics and tlie vital statistics are noitlicK 
adequate nor reliable. The last arc prepared in the villages without 
sufficient check. The return of yield is guess work. When conii)laints of 
underestimate arc made in certain quai’ters ns stated, the lyots complain 
that the yield is overestimated, at least in lean years. It is ])ossih1o 
to get a proper estimate of areas sown, hut it will be difiicult to got 
accurate estimates cither of the normal crop or of the crop for the 
year. 

Q. 2. — The wide divergence seen in the several estimates of wealth 
and income .show that they cannot all bo correct. The estimates based on 
actual calculation in the villages as in the case of the studies of Dr. Maun, 
.Dr. Slater and Mr. Jack should bo more reliable tlian those based on the 
estimates of national income, but even in individual studies thci’c will bo 
error, unless a largo number of villages of different types are selected and 
.studied, and an avez'age of the income in all the villages is struck. 

Q. 3. — The incomes that do not come under income-tax aio so largo 
in number that any estimate based on income-tax cannot bo correct in 
India. With the joint family sy.stem, and with the voluntary nature of 
the provisions relating to taking probate, letters of administration and 
succession certificate, tin's calculation cannot be of much use in India. 

Qs. 4, 5 and 6. — A census of production in this country will serve no 
useful purpose as production depends largely on the monsoon which is a 
very uncertain element. No result commensurate with the trouble and 
cx])enses of taking a census like that will follow. Au all-India Bill pro- 
viding for the collcctioir of more reliable information Avill have certain 
advantages, but such legislation should be made ])roviding for suitable 
changes necessary in the several jirovinces. Any information that is i>ro- 
vided for should he capable of being given for all provinces. Without 
that, no idea can bo obtained as regai'ds the comizarativc incidence of 
taxation in the several provinces. 

Q. 7. — Estimates are useful to show the capacity of the people and 
where exactly the incidence of taxation falls, 

Q. 8. — The studies so far made ai'c not sufficient to form the basis 
for drawing general inferences. A largo number of typical villages and 
trades should bo chosen and should be .studied and estimates taken. Groat 
caro_ ought to bo taken in selecting the typos of villages, otherwise the 
statistics that may ho gathered may bo made to support any pi'c-conccivcd 
idea. 
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Q. 9. — ^Tho real incicloiico of Laxaiiou can only be siiuliccl "witli 3-efer- 
031C0 to family budgets. Hero again families of different types should bo 
chosen in large numbers so as to avoid errors. 

Q. 10. — Sale jiroceeds of Avaste lands apcouiit for about G lakhs in 
the land revenue biidget. Penalty is also included in the budget figure 
for land revenue, biit there is no separate account kept for that. 

Q. 11. — Sale of trees is included in' revenue from the forests. 

Q. 12.— No. 

Q. 13. — Tn the case of Government undertakings the return for any 
special natural facilities should be made available for the whole community. 
Whereas in the case of forests the Government UJidertake a commercial 
exploitation, the Government Avill naturallj' get the competitNe prices that 
may be obtained in the market. It is only in cases of monopoly there 
is no competitiA’e element. 

— « 

Q. 11. — All the cases mentioned arc monopolies. Tn the case of goods 
in the local 3narket, p3'ices ai'O fixed by co3npetitio3i a33d the pidces aa'IH 
naturall 5 ' approxl3uato to the cost of productio3i. So, ordinarily, the cost 
of productio33 is the 3ni33in3U3n price for goods. Iai the case of a inoAioiAoly, 
there is no coAnpetition, azAd the pilces fixed aboA'O the cost of i)rodi'ctio3i 
will therefore have to be considered as a tax. 

Q. 1.5. — The charge for Avatcr for iri'igation is fixed Avith reference 
to the precaA'iousness of supply in the source of iA-i’igation or otherwise and 
the Aiaturb of soil. In soauc iaIuccs theA’O ai-e natural facilities AA'hich should 
reduce the cost of supplying AA'ator. In othci- places costly AAmrks have to 
bo UAiderttvken before AA-ater can be -supplied. The AiatAii-al facilities should, 
iAi Any ophiion, go to the account of the geAieral coAnniAAAiity and Aiot to that 
of the locality. Similarly, the costliness of the scheAiAe should Aiot be a 
burdoAA on the locality affected. TIao present systcAu of c]a.ssifying®sources 
of supplies and the soils and chai’ging rates Avith reference to theAii seeAiis 
to AUG to bo the fair arraAigeAueAAt both for the cultivator and to the State. 
The other i)A-oposals suggested seem to Aiie to be open to objection. 1 am AAot in 
favour of treatiiAg each Avoi'k separately, except AAdiere Avorks are lAudei’- 
taken on special terms. 

Q. 16. — A proportion of the increased value should be- taken by the 
State iAi the shape of a betteriAAent tax. The oAVAier of the laAids neAvly 
brought under irrigation has to incur heavy expenditure to prepare the 
lands. If iAi additioAi he has to pay a luAup suaaa to the State, he will 
haAm iAi most cases to borroAv AA’hich is not advisable. 

Q. ■ 17. — ^The Estates LaAid Act Avill stand iAi the Avay to a certain exteiAt. 
f?Aiitable aAnenchAients Avill have to be introdriced. 

Q. 19. — ^Tjocal taxes Avill haA’o to be considered aloiAg Avith provincial 
aiAd iAAAiAerial taxes, aAid should be considered, in ascertaining the iAicideAieo 
of taxation. . 

Q. 20. — OAily those taxes AA'hich arc levied for siACcified serA'ices rcAidered 
AA'ill liaA’G to be treated separately, for exaAuple, scaA-enging fees, house- 
lighting fees, etc. 

- Q. 21. — ^lAidirect taxes can be considered volAintary oAily AA’hen they arc 
levied oai luxuries AA'hich the coAASUAAier maj’ or may Aiot use at his choice. 
Ea’caa here the tax is a burden, biAt it is levied on shoulders that can bear 
them. 

Q. 23. — do AAot agree Avith the stateAiient quoted. Those avIio drink 
and, Aiiuch AiioA’e, immodei'ate di'inkei's ai'e Aiot capable of i-esistiiig tempta- 
tion. In their case the consAAinption cannot be said to be optional. 

Q. 24. — have no objectioAi to a tax upon entertainments, piovided it 
is levied only on the AApper class tickets. 

Q. 25. — ^Even though there Aiiay be a feAV among those aa'Iao by religion 
or custom are prohibited froiAi^ taking intoxicants, the generality of these 
do not rcsoA't to taking intoxicants. So it will bo fair to exclude these 
from consideration in estimating the burden on these cla.sses. 

Q. 2G. — ^G'he taxation in this eounti-y has aioL been based on the Aimxims 
ommeiated by Adam vSmith, and the capacity to pay has Aiot nlAA'ays been 
the guiding principle. In loA-ying taxes the best time for collection is not 
alAA'aj’s chosen^ — ^soo for example the 7:ist handi in the hhadras Presidency. 



Qs. 27 to 32. — In the present .system of taxutioiij probably in all tlio 
.States, every ineinber of the eoiniiuiiiity -will pay a tax oi sonio sort. 

Incapacity to pay should bo the basis for oxcniption. Everything a man 
does in the connnunity lias got its effect b(;th frojn the .sanitary a.s -well as 
the economic standxjoint on otlier i)eoi)lc i]i the coinnniuitj’. So, even 
apart from taxation, reprosentation will ho ncce.ssary to .safeguard one’s 
oivn life, health and property, f Avill not recommend a poll tax or any 
otlier direct ta.x to bo collected fj-om_ every member of tho community. 
1 consider that poll tax is more objectionable than the salt tax and other 
taxes in Q. 32. 

Qs. 33 to 3-5. — T approve of the i^resent scheme of graduation in 

income-tax. T will differentiate between the earned incomes and those from 
cai^ital simply invested. The present system of exemption doo.s not take 
note of the family and its requirements. Allowances should bo made on 
the basis of the number of members in the family ; otherwise, the exemption 
will not bo the same thing to every family. To ascertain the number of 
members in tho families will not lead to more inquisitorial X)roceodings 
than those non- necessary for aseei’taining , tho income. The family being 
in India the unit, any exemiition not based on tlie number of members 
in it will not be correct. 

Q. 37. — T disagree with the x>i‘csent system of levying .super-tax on 
companies. The shareholders in companies belong to all grades of life. 
It is not equitable to ask the jioor shareholder to jiay at tho same rate 

as tho rich one. 'I'ho .s; 5 'stcm of rebate docs not woi'k jiroiierly, as the 

poor sharoholder never takes tlie trouble of applying for and getting back 
the tax paid. I am in favour of fixing a license fee for tho companies 
and then levy income-tax on shareholders wherever they may have to 
pay. 

Q. 38. — I do not see tho reason for exempting tho incomes from 
agriculture, especially of the absentee landlords. If the present limit of 
exemption Avero applied, tho proportion of actual cultivators farming their 
lands that Avill be affected Avill lie very small. 

Q. 40. — In India the family is the unit. Tho average number of 
members in a family may be taken as five. Considering that, tho limit 
of exomjjtion of Ks. 2,000 does not .seem to mo to be high. When agri- 
cultural income is brought under income-tax, a similar cxemiition Avill haA'C 
to be made in that also. 

Q. 41. — Tho service of accountants are not much utilised. 

Q. 42. — ^The form prescribed already .serves the imrposc. I am not 
in favour of prescribing anything further. The state of literacy in tho 
villages and the simple nature of tho transactions do not necessitate any 
book-keeping to be prescribed for the accounts, besides the forms already 
required. 

Q. 44. — consider tax-free securities as objectionable, as they reallj' 
mean an additional interest paid. I am again.st anj' form Avhich hides tho 
real advantages given by the State to those Avho lend to it. 

Q. 47. — ^Assessment on a tnree years’ average Avill bo more satisfactory. 

Q. 48. — ^By confining indirect taxes to a foAV articles, the cost of 
collection Avill no doubt be dimini.shed. The tax Avill only affect those aa'Iio 
use those articles, and those avIio do not use the articles Avill bo exemiitcd. 
Unless a large number of articles are cho.scn in such a AA'ay that in the 
result all those Avho can afford to jiay arc equally affected, the result may 
not he equitable. 1 do not agree that in a country like India there is no 
hardshii) in taxing necessaries, on account of the fact that three-fourths' 
of the i)ox)ulatiou consume no luxuries. 

Q. 49. — have no objection to existing duties on cigarette iiapers, 
chocolates, motor cars and iierfumerics. 

Q. 50. — A graduated tax based on the A'alue of the articles consumed 
naturally throws a large burden on those aa’Iio can afford to pay. An 
indirect taxation based on such graduation is xjraciicable. 

Q. 52. — On the assumption made salt tux is less objectionable than 
olher.s that can he subslit uled. 

Q. 53. — Tho rates of taxation in any country cannot bo considered 
by them.sclvcs withoxit reference to the income of the people. T do not 
consider that, having reference to thc_ income of the people in India, 
taxation here is Joaa-. It is iiositively high in certain matters. 
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Q, o4. — Since the cost of i)rocliTctioa is conipiirativoly low with'refei- 
cnce to ilie price in the iinirkot, I would advocate a monopoly of all 
supplies, 

Q. 00 . — Yes. 

Q. 56.— No. 

Q. 59. — Opening of depots bj' tlie Government will naturally i-emove 
the middleman’s profit and make the consumer realise the full benefits 
of any change in the rate of dutj'. 

Q, 61. — I anticipate the introduction of a policy of total prohibition 
in the near future. 

Q. 62. — The loss in revenue may be made up by a graduated succession 
duty, and if necessary, a tax on agricultural income above Es. 5,000, not 
now subject to adequate tax. As to the other taxes mentioned, 1 would 
support a totalizator dutj’, but not the others, 

Q. 63. — ^The statements quoted are made on the assumption that an 
increase in the cost will lead to a reduction in consumption. Unfortunately, 
the experience of this province has not been in favour of the assumji- 
tion. The statement of Dr. Mathai that “under a .system which raises 
prices without applj’ing sufficient^' effective direct remedies for checking 
tlie extent of consumption and the habit of drink, the necessary results in 
the case of a hapless and unthrifty population would he to increase the 
expenditure on drink out of proportion to the resources of the individual.” 
This in my opinion is correct. The result of the very large increase in 
license duties and auction prices lias been to take away from the unfortu- 
nate drunkard a large portion of his earnings. Ho is so much subject 
to temptation that he is not able to control himself, and the high prices 
have practicall}' no effect. 

Qs. 64 and 65. — I am not in favour of exploiting the weakness of the 
helpless people for taxation. The present sy.stem only results in that, 
and as a means of that exi)loitation, the .sy.stem worlcs well enough if 
prices are high. 

■ Q. 66.— No. 

Q. 67. — I would support a high duty for loo.nlly made imitations of 
impoi'ted liquors, but not freedom on restriction and transport. 

Q. 68.— Yes. 

Q. 74. — ^The effect of reduction in the number of shops has not been 
very perceivable. The general result of the closure of some .shops has been 
to increase sales in the neighbouring’ shops. I believe that at least a 
few people who have been tempted undxily by the existence of the abolished 
.shops are saved by the closiu'c of the .shops. The fact that the quantity 
of consumption has been more or loss steady in this province is due to this 
policy of closing a large number of .shoxis, but for that I fear consumption 
would have increased. The increase in sale in the .shops still open, on 
account of the closure of the other shops, naturally means an increase in 
the value of the licenses for these shops. 

' Q. 78. — A selection of articles will be nece.ssary so that the customs 
may not be a burden on only a portion of the population. 

Q. 87. — The tax on betting *and_ the tax on entertainments may ho 
adopted here, the latter with the limitations already mentioned. 

Q_. 88. — A reclassification of the several items in the Stamp Act and 
a variation in some of the rates will be more scientific. Ordinarily, mer- 
cantile transactions, and transactions for small amounts which are likely 
to affect the poorer class of people, should be charged less than others. 
Gifts, bequests and inheritance should be charged a higher tax than transac- 
tions for value. Succession by a gift or bequest to a member of the family 
or the inheritance by a close relation .should be charged less than that to 
only an outsider. 

Q. 89. — ^In the case of court-fees there are two cojiflicting i)rinciples to 
be considered. .One is to treat it ns a charge for services rendered. So far 
as the time of the court is concerned, a suit involving a lai’ge amount takes 
more or less the same time for trial as a suit for a small amount, but, 
on the other hand, the poorer man cannot afford to pay at the same rate, 
much less the same amount as the' richer man who resorts to court. At 
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ilio present moment avo have a regressive gradnatccl duty fixed. Jt should 
not 1)0 forgotten that ultimately the poor man against Avhom the docreo 
is pa''Sod has to bo taxod for duty. 

Qs. 92 and 93. — In the case of court-fees and registration fees there 
is a likelihood of an olemout of taxation existing. In the case of registra- 
tion feo there is tho element ah'oady, and in the case of coiirL-focs, in 
some years there has heon a surplus OA’or expenditure incui-red. In the 
case of both court-fees and registi-ation fees there is no justification for 
tho Government to make a profit. 

Q. 9G. — ^Land revenue Avill have to ho considered both as a tax and 
ns rent. When tho Government interferes in a purely economic relation- 
ship it does not Icoop the relationship separate. So, AA'hat may have origi- 
nated as a rent has become confused. Another factor that has also contri- 
buted to this is tho fact that tho Government is tho oAvner of most of tho 
lands and'’’ thus occu])ios tho iio.sition of monopoly-OAimor. In cases of 
monopoly also, there is likol 3 - to lie confusion, and tho economic relation- 
ship alone cannot be seiiaratcd in practice. So, Avhatovor may bo its 
position from tho point of vioAv of economics, it is not possible at tho 
present moment to treat land rcA'cnuo as rent, but in treating it as a tax 
the consideration that it originated as a rent is not lost sight of. The 
fact that in pormaneutlj’-sottied estates the Government has given up the 
right to treat tho tax on land a.s rent gh-es additional reason to those aa'Iio 
object to enbancement in other cases, a Auilid ground. 

Q. 97. — Tho prosperity of tho cuItiA-ator is affected by tho land tax, 
and ai\v enhancement of it, cspociallj’ suddenly, is bound to baA'o bad 
effect. 

Q. 08. — Tho criticisms are correct, and I do concur Avith them. 

Q. 99. — Tho present system loads to inerjuality for various reasons, 
one of them being the average taken of tho prices ruling oA-er different 
periods. Tliore is also tho question of tho pousonal element, the Settlement 
O/ficer and tho District Collector for tho time being. TIio complaint is that 
AA’liilo some districts have been treated favourably others suffer. _ Tho recent 
agitation in Tanjoro aa'us mainly based on tho contention tliat it had boon 
treated unfavourably in successive settlements. frSomo sorb of uniformity 
is necessary in land revenue. 1'he folloAving ))lnn is suggested. All tho 
districts may bo surA’oyod and the lands classified once for all. ^fost cf 
the districts have been surveyed alread.v and the lands in them classified. 
The foAv more taluks that still remain maj’ also bo surveyed and the lands 
classified. A uniform rate for all tho districts based on these classifications 
ina.Y bo adopted, and this may haA'c roferonco to the aA’orage price pre- 
vailing over a number of years. Land .settlement may bo made permanent, 
on tho basis of this uniform rate. If tho GoA'ernment require more mono.v, 
tho.v maj’ raise it b.v a tax on agricultural incomes nboA'o a certain figure, 
say. Us. .5,000 gross income, or Its. 2,000 nob income. This Avill bo more 
satisfactorj’ and meet manj’ of tho objections raised to the present sj’stom. 

Qs. 100 and 101. — For tho subsi.stence lovol tho familj' should bo taken 
as tho unit, and not the individual. If temptation AA'ore giA'on, further 
fractionalisation of holdings may result in some cases, but it Avill be nothing 
compared to tho present fractionalisation due to tho laAvs of tho country. 
Lands oven Avhon they are so small as an acre are fractioned ; so to give 
an exemption up to a limit of Rs. 2,000 Avill not A'cry seriou.sly affect tho 
qAiestion of increa.so of small holdings. Tho ordinar.v holding is vcr.v much 
smaller than AA’hat the fractionalisation of holdings yielding an income of 
Rs. 2,000 is likely to bo. Fractionalisation cannot bo checked so long as 
the Hindu Luav, AA-hich gives shares to all members of tho family is in 
force. Any change or limitation Avill only cause loss and irritation to the 
people Avithout in any AA'uy checking fractionalisation. 

Q. 102. — ^I Avill not apply the principle to Avasto lands noAA-ly brought 
under irrigation, because tho State as the oAA'ner of lands Avill not bo Avorking 
them as profitably as the individual landoAiner. On tho other hand, T 
agree that the benefit of tho natural resources ncAvl.v found shoAild go to 
the State. I AvoAild either sell tho Avaste land after the irrigation schomo 
begins to work by open uAiction or charge a sort of betterment tax. 

Q. 103. — T Avill leave the imposition and collection of land roA-enue to 
the' local authorities for tho reason that tho incrcaso in the value and 
income of tho land is mainly due to tho facilities afforded by the local 
authorities, 
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Q, 104. — C'oniiJarativo incidonce of llio land _rovenne_ in different places 
is a difficult question to solve. TIio_ assumption in question that it may be 
the same throughout the same province does not seem to be correct, xhe 
incidence of land revenue ivill depend on various matters, among whicli, 
the extent of land, the nature of the soil, the condition of the monsoon, 
tlie nature of the crop groivn, the facilities for marketing and the prices 
fetched in market as also the cost' of cultivation vill have all to be con- 
sidered. To take a rough method, methods 4 and 5 suggested may be 
better than the others. 

Q. 106.— Tlie Financial Belations Committee which was constituted^ by 
the Government in 1920 found it necessary to classify the services into 
throe, namely, national, semi-national and parodiial. It is not possible to 
have any hard-and-fast distinction in the principle of taxation as among 
the several classes of the services. A service, though iiarochial, niay_ be 
more necessary than our national service; vice versa the national services 
may have to be considered from the point of view of the benefits received 
from it. 

Q. 107. — ^The scheduled tbxes are not sufficient to meet the gi'oiving 
needs of the local bodies. At the same time, there is difficulty in finding 
new sources, as some of the proposals so far made only suggest additional 
tax on land and income-tax, which are already local and imperial taxes. 
Any additional cess on land in this Presidency will meet with strong opjiosi- 
tion. The professional tax and the companies tax already affect those 
who get income otherwise than from land. There is also the opinion that 
the Government is not bearing its .share of the exjienditure on national 
and semi-national services. 1'he want of fixed principles has been felt in 
this Presidencj*. 

Qs. 109 and 110. — Octroi is not levied in this Presidency. 

Q. 111.' — Tolls have got their justification as they make those who use 
the _ road pay for their upkeep. There may be people who own or use 
vehicles, who otherwise may not paj* any tax to any local bodies. It may 
be said that they paj’ only for services rendered. So I would snpjiort their 
maintenance, even though they contribute somewhat to retard traffic. 
With the i^resont fast travelling, toll gates at close intervals are legiti- 
mately considered a grievance. A distance of at least 25 miles should inter- 
vene between one toll gate and another. The difficulty in this matter is 
that there are many local bodies, and each wants toll to augment its 
resources, and each body is maintaining a portion of the road. To avoid 
all difficulties, the best course may bo to have toll gates at 25 miles distant 
from each other, to pool toll income and distribute the same among the 
several local bodies concerned on the basis of the expenditure incurred by 
them in the mauitcnanco of the roads. This distribution can bo effected 
either by consent of the local bodies at a joint conference, and wlien that 
is not possible it maj’ be settled by Government. 

Q. 112. — It is a matter of convenience that settles the owner or the 
occupier as the person from whom the tax should be collected. While the 
ownbr is Iniown, the occupier is not generally knomi, and also he changes. 
The OAvner will be able to shift the harden of tax on to the occupier in 
cases where there is keen competition for the house; ivliore tl)nt is not 
the case, the owner may have to pay. 

Q. 11.3. — Since it is nob ahA-ay.s possible to shift the burden of taxation 
on to the shoulders of the occupier, a limitation is necessary; othemvise 
house property in municipal areas will become depreciated and the housing 
problem will become more difficult. House tax should not be the onlv 
or the main tax in an urban ai-ea. 

^ Q. 115.— I am not generally in favour of taxing value excent when it 
IS realised by sale or otherwise. When a building is constructed, a better- 
ment tax may probably be better. 

0. 116. — ^The professional and company’s taxes have been levied in 
this Presidency and there is no special complaint about them in ux-ban 
areas. In rural areas objection is taken to professional tax. 

• Qs. 117 and 118. — I am in favour of the GoA’^ernment bearing a definite 
share of the expenditure on specific services. I am not in favour of lump 
sum grants. Wliile the Government gii^e for specific service, it Avill have 
no doubt the right to inspect, and a minimum degree of efficiency in the 
VIC-42 
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administration of sorvic-o may also be insisted upon. The civic conscions- 
iiess- is growing, and people are realising their I'csponsibilities in the 
administration of local bodies. 

Q. 119. — Most of the taxes mentioned arc already being levied in some 
form or other. 

Q, 121. ^1. generally agree in the statement, bnt the difiicnltics in 

assessing are not realised. 

Qs. 122 123 and 12-J. — Snggestions 2 to 5 nndnly restrict the freedom 
of the" criltiva"tor. The ])roposals may ultimately amount to treating 
tobacco as ganja is being treated now. Tobacco is at present a profitable 
.sort of cultivation for the ryot, and if anything. I am in favour of giving 
more facilities to the ryot to grow tobacco. The fir.sb method suggested is 
less objectionable. A method by which the assessment will take account 
of tho price realised will be more satisfactory. A tax on export gives 
room for evasion, as tho imimrting Slates from this Presidency aro 
Travancoro, Cochin and Ccvlon. On the whole, an acreage duty is preferable. 
Considering every thing, 1 would prefer the first method suggested, oven 
though it is likely to lead to iiioqiialities in certain respects. 

Q. 129. — I will give no such exemption. 

Qs. 132 and 133. — Tn spite of the fact that they give rise to evasion, 
I am in favour of ad valorem duties. Specific dutie.s have no meaning 
in such cases. The excise may bo fixed at a rate lower than the cn.stoms, 
so that some advantage may be given to local manufacturers. 

0. 134. — ^Tho proposals for taxing tobacco growing aro not likely to 
very Vcrioiisly affect the cigar trade, as the tax may bo a very small portion 
of the price’ charged for cigar.s and cigarettes. 

Q. 136. — C is the least objectionable. In view of the widespread habit 
of tobacco-cliewing. any .sy.steni of licensing will be objected to. 

Q. 137.— Yes. ^ 

Q. 138. — All tho tlireo methods mentioned .should be adopted in 
combination. 

Q. 139. — Tho tax should bo levied at tho same rate throughout India. 
It sho\ild bo graduated progressively. As the provincial hnanco is more in 
need of augmentation than the imiiorial, tho duty .should be a provincial 
tax, or tho Imperial Government should make it up in some other way. 

Q. 141. — Tho duty should not bo levied on joint family i)i'oporty Avhich 
is taken by survivorshii) by the surviving mcmbei’s after the death of a 
member. The family is tho unit, and .as tho unit continue.s there is no 
question of succession. It will bo very unfair to treat a member of a 
joint family as a separate unit and levy any tax on tho su])))osition that 
lie is entitled to the whole or any portion of tlio joint family jjroperty. 
Tho succession or any inheritance duty should bo restricted to individual 
or separate property. 

Qs. 144 to 146. — ^In India tho exemption made may bo fixed at Ps. 1,000. 
There will bo difficulty in assessment. Ordinarily, the statement ofr the 
assessee •will have to bo accepted with regaid to their valuation, bnt book 
debts and debts on pro-notes can be traced and assessed. The same depart- 
ment that administers income-tax may also administer this tax ■with tho 
help of tho Land Pevenue Department, which may be requisitioned when 
necessary. There is not at the present moment flio same co-oiieration 
between the Income-tax Department and the Povenuc Department that one 
should like to have. 

Q. 147. — ^I am in favour of combining methods 3 and 4. 

Q. 149. — The present .system loads to inequalities both in tho incidence 
of taxation and also in the resources of the provinces. Tho nrovinces .should 
bo given the benefit of tho growing commercial revenues by a .system of 
division of revenue^ between the Imperial and tho Provincial Governments 
in the revenue derived from income-tax and customs. 

Q. l.^O. — A_ more satisfactory solution should bo based on tho incidence 
of taxation being the same in all provinces. II is not po.s.siblc so long ns 
some provinces have got permanent settlement of land I'ovenuo. Equalizing 
mi the present arrangement will only moan that some provinces inll bo 
lightly taxed. while_ others will be heavily taxed, and it mav bo that for 
the benefit of tbe ligbtly-taxed provinces otber nrovincos will b.avo to pay 
more. So, either the incidence of taxation should be brought to tho same 
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level in all provinces, or the different provinces should be allowed to_ take 
the consequences of the special treatment they want to be given to particular 
interests in their provinces. 

Q. 152. — accept the reasoning. 

Q. 154.— I will not allow the Central Government to have anything to do 
with excise. Excei^t for the difficulty of assessment I would advocate _ a 
transfer of the customs duty on foreign liquor also to the Provincial 
Governments. Giving an interest in excise to the Imperial Government 
Jidll stand in the way of the aecei>tanco of any policy' leading to considerable 
reduction in consumption at once and total prohibition in the end. 1 will 
not complicate the issues by giving an interest in this revenue to the 
Imperial Government. Every province ought to be free to adopt^the policy 
it considers best and take the consequences. If the province is preimred 
to take the consequences, I don’t see any reason why the Central Govern- 
ment should he in a position to dictate the policy. In America, i^rohibi- 
tion laws wore passed in several States before the Federal Government 
took it lip. A similar course ought to he possible in India also. 

Q. 156. — I accept the reasoning. A division of the proceeds is practi- 
cable. The domicile of the assesseo or the deceased, as the case may be, 
will have ordinarily to be taken as the basis for the distribution of the 
tax. 

Q. 157. — Similar considerations do not apply tp these cases. I Avill 
not differentiate between the judicial and non-judicial stamps. 

Qs. 160 and 161. — Special assessments _ and fees of all kinds are es- 
sentially local taxes. The present in-ofession tax and the company’s tax 
really form an addition to income-tax on incomes. There is a cess on 
land revenue. These are the present sources of the local bodies in this 
Presidency. I think there should he a limit fixed for the surcharge on 
land revenue or income. Taxes d\ie to betterment caused by the facilities 
afforded by. local bodies and those due to extension in the neighbourhood 
of urban areas should belong to local bodies. Any return for seiwices 
rendered should naturally go to the local bodies. 

Q. 162. — There is danger in the same property or income being sub- 
jected to taxation by several bodies, because they are not likely to consider 
the joint effect of all these taxes. At the same time, it is not possible 
to separate altogether and earmark for different agencies the several sources 
of taxation. The only possible Avay in which the danger mentioned can 
bo ax'oided is by fixing the maximum limit ui) to what tho siibordinato 
agencies can tax. 

Q. IGS.-y-Yes. I am strongly in favour of fixing tho prices in all 
cases in which there is likely to bo ijractical monopoly. 

Q. 164. — ^Life insurance may bo a Government mouopo] 3 ^ 

Q. 165. — The indnciple seems to bo all right, but 1 eaimot accept any 
article, excei)t probably .salt, to be brought under State monopoly. 

Q. 167. — do not agree so far a.s conditions in India goes. 

Q. 168.' — -The staff is excessive, but on account of the miscellaneous 
work given and the wide area to be covered, the Government is not Avilling 
to reduce the staff. If the function of the department is clearly realized 
and fixed, the staff can be considerably reduced. At the same time, the laud 
revenue staff is considered as the servant for all woi'k, even though sjiecial 
staff has been brought into existence for doing many departments of 
work. 

Q. 169. — It is quite possible fo combine all the staff necessaiy for 
imperial taxation in one service. Similarly, all those reqiiired for pro- 
mncial taxation in one service. The present system of having a separate 
staff for each department is too expensive and quite unnecessary. For 
in, stance, tho ablcari staff will be unnecessary if its work is divided bet- 
ween the Revenue and Police Departments. In any case, so far as the 
supervising staff is concerned, they can certainly take in tho vatious 
departments under their control. It is unnecessai'y to have separate super- 
vising officers for each department. 

_Q. 171. — This raises a big question of administration. I'ltc need for 
an independent executive officer lias been felt in many big local bodies. 
His position will have to ho more or loss the same n.s that of officers .sciwing 
ai the Transferred Departments. As this raises questions other than mere 
assessment and collection of taxes, T will not go into it, 
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Mr. Ramaling'a Chettiyar gave oral evidence as follows 

The President. Q. — ^Yoii had boon Chairman of the Coimbalorc Munici- 
pality for some years? 

A. — ^Yes. 

Q. — ^Also President of the District Board? 

A. — ^Yes; T \fas. 

(J. — Yon have considerable experience in both theso capacities? 

A.— Yes. 

Q. — And you have been a J^[embor of the Legislative Council for several 
years past? 

A. — Yes. 

Q. — The first jiart of your answers, that is, the statistical portion, will 
be dealt with bj' the other Committee, the Economic Enquiry Committee, 
except the portions relating to incidence of taxation. 

Your view is that “the real incidence of taxation can onl.y be studied 
with rofei'ence to family budgets”. But there are not .snlficient family 
budgets available at present. We .should have to make a vers’’ exhaustive 
collection. 

A.— Yes. 

Q. — ^It is a matter of years. 

' A. — Tt all depends upon how you proceed with the work. If a special 
committee is appointed, probably it won’t take so much time. _ Jf, on the 
other hand, it is to be done by students of political economy, it will take 
a much longer time. 

Dr. TI]/dcr. Q. — Don’t you think that we can In-oadly divide the iiecplo 
into four classes and say what particular items of taxation are bonie by 
each particular class? Take, for instance, income-tax, land revenue, customs . 
and so on. 

A. — The difficulty is that there is difference as between different 
localities. Tn some places the poor people consume articles, which in other 
places they do not. For example, take toddy oi‘ arrack. Until recently 
people in the Nilgiris did not take either of theso. 

Dr. Paranjpyc. Q. — We can say generally that the poor people drink 
toddy and arrack and not the rich. 

A. — But what I say is that until a few years ago the Badagas here — 
the low class of people — did not drink. But in other places people cf the 
same grade have beeji drinking for years; so that j'ou cannot form any 
general conclusions. 

Q. — We are not going to distinguish the classes so very' minutely. For 
instance, we can broadly divide into poor, middle class, moderately I’ich, 
and rich people. 

A. — ^Even with regard to them, the consumption will A'ary with different 
localities. What is consumed by the rich in some places mav not be con- 
sumed by the rich in other places. For instance, take the turban. Perhaps 
in Poona they go in for lace turbans; but in other places ■^hoy do not. 

Dr. TTi/der. Q . — ^!^^ay T know whether in your opinion it is not possible 
lo say 3-oughly how the cnslonis duties arc borne by the different classes of 
people, i.o., what ensLoms duties are borne by iiarticular classes of people? 

A. — I do not say it is not possible. You will have to take a fairly 
large number of typical localities and also typical families. Unless theso 
two factors go together, it will not be possible to decide that que.stion. 

Q. — In a country where there arc about 320 milliou people, these 
small variiitions do not matter much. 

■d. — The variations arc not very .small if you take the big localities 
inw consideration. 'I’lie conditions of the different classes do vary in 
chlfereut localities. 

President. Q. — Coidd you not iiroceed by a process of elimination? 
b or instance, you can say that the i>oorest classes do not use motor cars, 
ueciuco it down still further until you come to the taxes that the poorest 
classes do pay. For instance, import duties on cotton goods of the lower 
grade, matches, etc. 
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A.— Yesj there are certain things which are cousmned by the poorest 
classes. 

X>r. mjdcv. Q.— With regard to Q. 14 you say, “In the case of a mono- 
‘poly, there is no competition, and the prices fixed abo ve t he cost or proauc- 
tion will, therefore, have to be considered as a tax”. What do you include 
in the cost of ju'oduction? 

A. — ^The actual cost of iiroduciiig the thing. 

Q. — The Government provides railways, post offices, irrigation and 
other such things. ISow will you include in your cost of production the 
salaries that the Government has to pay to its administrative staff? Also 
will you include the normal reward for risk and management P 

A.— Yes. 

Q. — ^And also the normal return on the caiiital invested? 

A.— Yes. 

Q. — ^And to the Government, the nornial profit on their undertakings, 
i.e., what would bo got had the undert.aking been in private hands — what 
a private manufacturer would obtain as normal reward for his work and 
enterprise? 

A.— Yes. 

Q. — ^Having included that, yon say that the rest is in the nature of a 
tax? 

A. — Yes. 

The President. Q. — You say that the return from natural facilities 
should he made available for the whole comnnmity? 

A.— Yes. 

])r. Under. Q. — ^H’^hat is it exactly that you have in mind? Fornn- 
stance, take irrigation. You have got different canals in your Presidency. 
Some areas are favoured by nature in which case the cost is very low, and 
there are others which are not so favoured by nature, in which case the cost 
of construction is high and the production from the soil will also be less. 

A. — Yesj T have mentioned that in another connection. 

Q. — ^Illiat system of rates will you have in the Madras Presidency? 
Would you Imve higher rates in those areas which arc favoured by nature 
and where iicoplc can afford to pay more? 

A. — ^No. At present we have got onlj' one rate. AVe have got a classi- 
fication based on the system of supply and_ on the soil. These two together 
are taken into account. The same rate is fixed regardless of the cost of 
supply, and I think it is a fair system. For example, in the Godavari, 
the net return to the Government is something like 18 to 20 per cent and 
in other places they get only from 5 to 6 per cent. 

2'hc President. Q. — ^You have in the Godavari delta some of the best land 
m the Presidency paying a rate of Rs. 5; and in the Bhavanasi project, 
very poor land pays Rs. 1.5. AA’^ould you raise the Godavari rate to Rs. 15? 

A. — Yesj I Avill bring all the rates to the same level. 

Dr. Ryder. Q. — If the source and the soil come under the same category, 
you would level up the rates? 

A. — ^Yes. 

. Q.— AVhat is it that you meant when you say, in answer to Q. 15, 
“Similarly, the costliness of the scheme should not be a burden on the locality 
affected” ? 

A. — mean the particular locality. 

Q.— That is, if a canal runs through a particular region and it can- 
not pay Its way unless the rates are very high, you will have the canal 
constructed and charge ]oT\'er rates, making uj) the difference by Icyellitic; tip 
tJie other rates? 

A. — AWiai I say is, pool llio whole thing, 

Q* — ^You look upon the irrigation enterprise as a whole. ' Taking all 
togethei’, there will bo_ some regions which are very rich and some wliicli 
are not. In those regions where canals cost yon mnch and which have the 
least ability to pay, you will have your canals constructed and you will 
charge lower rates; and you will force up the rates in the more favourably 
situated are.is? 
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— ^Tliat will be tlie case.’ Only if the cost of the scheme is taken 
separately. / 

Q. — ^You will not take into accomit the value of ihe w:iter to the 
Ijeople ? 

A. — I do. What I want to saj’ is this, in the whole Presidency you 
have certain rates for each class. For the first class you have certain rates, 
for the second ciass yoii have other rates and so on. The cost of construction 
will vary on jfccount of the natural conditions. So where it is cheaper, the 
Governmeut^gets the benefit, and where it is dearer, it loses. But so far as 
the people ^ire concerned, the return they get will be the same throughout. 

Dr. l/aranjpiic. Q. — ^Wicn a Government goes in for irrigation schemes, 
it obvitmsly takes up the cheape.st and the most favourable schemes in 
the b^iuning. When they lay down the rates for that scheme, they will 
probprolj' fix the rates which Avill just pay for the cost of that scheme. They 
next take uj) a more expensive scheme, and iiaturally they will have to 
higher rates. Now in order to lessen the rates for -he second scheme, 
ate you going to iDut uiJ the rates for the first scheme? 

A. — ^^Vhat I suggest is this. That should be the case ordinarily. But 
in special cases, when a scheme is not undertaken in the interests of the 
couutrj' goncrallj- or when a few landlords want a particular scheme and arc 
prepared to pay for it oven though it is costly, then separate treatment 
should be allowed. Bixt ordinarily’, where the Goverjiment thinks that a cer- 
taiji irrigation ivork oxxght to ho taken up, I think they should not make 
any difference between one work and another. 

Q. — From what I understand, Godavari and Kistna are veiY favourably 
situated for irrigation. Now, would not the people of those regions feel 
aggrieved if they have to pay higher rates in order to make the schemes in 
the famine areas, for instance, pay? 

A. — My argument is that you are to fix the rates on the particular class 
of land and source without reference to what actually a particular scheme 
or all the schemes together cost you. 

Dr. Eyder. Q. — There is another point; you must look upon the irriga- 
tion enterprise as a whole. You will take the above schemes separately 
and if two schemes are the same in ixoint of reliability of sources and 
classification of soils, you will charge on both these schemes at the same 
rate ? 

. A. — Supposing you have a scheme in one area and it would not pay 
unless you charge 15 or 16 nipces, you may not undertake it unless 
you are prepared to raise the rates in the better tract. My contention 
is not that you should raise the rates in the other schemes; that is not 
iny point jit all. J do not want you to raise or lower the rates on account 
ol the cost of the new schemes. 

The rresident. Q. — Then how xvould you fix the rates in the now schemes? 

A. — 1 would classify the irrigation .sources in diftcrent clas.ses, as first, 
second and third. Soils are already classified. Therefore, what I would 
suggest is, wherever the land might come under irrigation, take the rate 
of classification, and then charge so much for the finst class, so much for 
the second class, and so on in the whole kfadras Presidency. 

Sir Percy Thompson. Q. — Suixposing you have a very favourable and 
simple scheme where it is easy to irrigate, and in the ixast you hax’e charged 
only Its. 4, whereas, as a matter of tact, the land is such that under your 
classification you would have to charge I?s. 15, you will charge Bs. 15 on 
the general merits quite irrespective of any new developments which you 
might) undertake? 

A. — Y’’e.s, because the man i.s going to get the same thing as another 
man in a similar place. 

Dr. Paranjpye. Q. — Supposing you start ivith a clean slate and it is 
the first irrigation enterprise, how would you charge on it? 

A. — ^If there was only one scheme, Government won’t undertake tlio 
scheme except on a capitalistic basis. 

ilr. Jlydcr. Q. — I was going to ask you whether you realise llio impli- 
cations of what you have just admitted, that is, you will base your r.atcs 
on the principle of ability to pay? 

said the return the ryot gets in the shape of additional pro- 
duce from tlio water. It is on this iirinciiilc that he pays. 
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0 - — ^^'(.11 will have one limit like that, the return, and the other limit 
would be wlint it costs the State. So you will fix the rate on a compromiso 
between the two?- 

A. — T think the Government always does this. 

Q. — How will yoxi jneet this difficulty; I instance the case of a very poor 
tract subject to famine; Government thinks that an irrigation project should 
be introduced there, aiid Government does introduce it? 

A. — have ali’eads' said that for other reasons Government would find 
it necessary to ojoen .such jn-ojects. 

CQ. — I say in such cases Government might have to charge very little 
just as railway companies do. It may be it is not enough to cover the "ost. 
for instance, the railway companies caiuy gold and coal. They charge 
foi' coal much less than they charge for gold. They do it because they 
want to get as much as the traffic will bear. 

A. — I do not want tlie Government to go in for ratjk-renting. If they 
are to got as much as thej- can, it will simply mean rack-renting, 

0- — It is not extortion. A'our railways do not Pase their rates on any 
extortion principle ? 

A. — ^It is. 

The Presklenf. — ^The fixation of railway rates is based not on ability 
to pay, hut on what the traffic can hear. 

Dr. Hyder. Q. — Will you have your rates ns the President has said, on 
the basis of what the lands can hoar? 

A. — I do not want to make any difference between one scheme and 
ajiother. I only say for the additional income you get from the land you fix 
a particTilar rate, and then have the same rate throtighout the Presidencj'. 

Q. — Then I understand that you are in favour of the i)reseiit ss'stenl, 
according to which the r.ntcs are based on the reliability of ihc sources 
and the classification of the soil. 

, A. — Quite so. 

The VresUleni. O. — sav that the Estate Land Act stands in the 
way; would you explain that to us? 

A. — ^That is becnu.se the landowner bimself bas got bbe right to a 
certain amount of water and the tenants have also not cev^'ein rights in 
water with the result that these rates ai'e fixed by custom. The net result 
is that some people pay only Rs. 5 an acre. 

0. — ^Ts there any reason why the same nrinciple shoiild not he annlied 
to the wliole country, does the Estate Land Act prevent the rates being 
raised P 

A. — ^Yes. because the zamindar is entitled to so much water under the 
rules, and sometimes they arc entitled to water even without paying any 
rates. 

0- — Where he is paying water-rate, is it not liable to revision? 

A. — ^1 think so. 

Dr. Tlyder. O. — In Q. 21 von say indirect taxe.s can he considered 
voluntary only when they are levied on luxuries which the consumer may 
or may not^ use at his choice. Will you please explain to me how they 
can he considered voluntarj’? 

A . — Voluntary in the sense that he can buy whatever he likes. As 
T said, take a. lace turban, the m.an may nnrehnse it or not. If the cost 
is too much he may purchase oiilv one. in.ste<ad of two. With reference 
to excise there is no ouestioii of option, because the man is under a tempta- 
tion that he is not able to resist. 

G. — Taxation of luxuries is ontional. IVliv do you make 
any difference between the luxuries and the necessaries? Is there any idea 
at the hack of your mind that no one should consume luxuric.s? 

af' all. I only mean that he has the option in that case.- 

Sir Percy Thommon. Q.— Take, for instance, consumption of 'salt,' that 
would not he optional? 

A. — ^No, that would not he optional. 
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Q. — ^In tho case of toljoccoj is tlioro an option? 

A. — There is again tlie question of resisting. 

T)r Uyder. Q- — Take the question of matches and kerosene oil. 

A. — I do not think there is any question of luxury at all in this case; 
they are necessaries. 

Q. — You say, “I have no objection to a tax upon eiitertaimnents ; pro- 
vided it is levied only on tho upiier class tickets”. You tax, for instance, 
cinema shows, concerts if they admit by ticket, and you will tax race meet- 
ings. Is there anything else that you will tax? 

A. — J don’t think there is anything else besides theatres, circuses,i'^race- 
courses, cinemas, etc. 

Q. — Suppose a big zaminhar is in the liabit of arranging singing 
parties every Saturday, you iVon’t tax him? 

A. — If you take that as an objection, you can tax him. 

Q. — Tho point is that the performers get their fee, and thus the admis- 
sion fee is paid in one lump siini by the host, that is the custom ; Avill you 
tax in this case? 

A. — don’t think such parties are common, except at marriages. 

The President. Q. — ^No country charges entertainment tax except when 
it takes place on admission by tickets. Private entertainments in other 
countries are never subject to entertainment tax. 

A. — It may he so. 

The Maharajadhiraja Bahadur of Burdwan. Q. — Do you think in your 
part of the country an entertainment tax would, outside tho big cities like 
Madras, give you a very large return? 

A. — I do not think in tho rural parts you will be able to make anything 
out of this tax. 

Q. — Therefore you will have to limit it to the big cities? 

A.— Yes. 

Dr. Hydcr. Q. — ^You raise an important issue in Q. 26. You say that “tho 
taxation in this country has not been based on the maxims enunciated _ by 
Adam Smith, and the capacity to pay has not alwavs been the guidiug 
principle”. This is a startling observation to inake. I would like to know 
on what basis you make this statement. 

A. — ^I am making this statement on the bus’s of tho quotations made in 
your own questionnaire. 

Q. — Then please enumerate first the taxes which violate or offend the 
canons of taxation of Adam Smith. T want you to consider each tax bv 
itself and then consider all taxes put together. Now then please enume- 
rate them one by one. 

A. — ^Take land tax, it is rinifonn. It docs not make any difforence 
between the man who can pa 5 ’’ and the man who cannot pay. On the 
other hand, those who can afford to nav are left free. If it makes any 
difference at all, it makes it in favour of the richer man. Take, for instance, 
the big zamindars, their lands arc all pcrm.anently settled and thoj’ do not 
pay anything like what they should. 

Q. — That a'-sumes that land revenue is a tax? 

A. — Cei’tainly. It is partly rent and partly tax. Tho whole thing 
has become confused. You wanted me to mention one tax after another: 
so I have taken land tax as an example. 

_ Q. — I grant, for the sake of argument, that it is a tax; assume that 
it is a tax, how does it violate the principles of Adam Smith? You say 
that it makes no distinction between the rich and the poor? 

A. — ^All that I say is that it makes only a distinction against the poor. 

Q. — ^Do you know when this land tax was introduced. It - was intro- 
duced about 1800. and it is a verj"^ old tax. It has been there since the 
advent of^ the British rule and before. On tho other hand, before 1890, I 
do not think any country had a system of graduation in its taxation. ' 

' ^Yes. "VYe are now talking about the history. You wanted me 
to tell you how Adam Smith’s principle of equality ' works, alid I have 
given you tho example. 
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— ^No- I submit that Adam Smith simply said ability to pay. 

A. — ^Adam Smith talks of equality, 

Q, — ^I’eople in India for a long time thopght that the maxim of equality 
u'ould be satisfied if people paid equal rates, that is to say, if you have 
11s. 10,000, and you paj' 5 per cent, and I had Es. 4,000 and pa;y 5 per 
cent, there is no difference betveen you and me in point of equality. 

A. — thought you wanted me to say how these several taxes which are 
being collected violate the canons of Adam Smith, and. I began by saying 
that so far as equality and abilitj' to pay is concerned, land tax works in 
favour of the rich and not the ijoor. So also if you take excise, it is the 
same thing, the poor man pays. 

The Maharajadhiraja Bahadur of Bnrdwan. Q. — ^^Vheu you say that 
the land tax woi'ks against the poor and in favour of the rich, 

do you say that because there are different systems of land 

tax in your province? In permanently-settled areas you will say that 
the landlords were favoured, perhaps unduly fa^'oured, because they have 
got to pay a very small sum. In teniporarily-settied areas, does not tho 
question which you raise bring in tho question of socialism 

rather than of ability to pay? One man can afford to keep 100 

acres of land : another man can afford to keep 5 acres of land, but if the 
rate is the same, the man with 100 acres of land pays so much, then he is 
liable to maiutaih that land, as here also there is the question of ability 
to pa 5 '. "WOiereas, a small cultivator takes 5 acres of land and pays for 
it. Therefore, I do not quite follow in such areas what yon mean by differ- 
encial treatment botu'cen the landlord iuul tho tenant. I can understand 
that in the pernianentl 3 '-sottled areas, bnt in the temporarily-settled areas, 
tlie rate being the same, I do not quite follow what you moaTi by differential 
treatment. 

A. — ^I want to applj’^ the principle of equality of sacrifice to the laud 
tax. If you consider this as socialism, certainly it is right. Wliat I say 
is that the poor cannot pay the same as the rich, 

Q. — What you want to do is, even in temporarily-settled areas where 
there is a particular class of land which can bear so much taxation, rent or 
revenue, simply because it is cultivated by the poor man, it should be 
treated differently from the land which is being cultivated by tho rich 
man. That is socialism par excellence, 

A, — Ceidainty. I want to treat all income in the same way. 

The President. Q. — ^You do not ijroposo to vaiy the rate of land 
revenue itself, but you in-opose to introduce the element of progression in 
another way? 

A. — ^What I Avant is permanent settlement all through, and then you 
fix the land tax once for all. After that, if you haA’^e income-tax on agricul- 
tural incomes, that Avould clear the waj'. 

Br. Byder. Q; — ^You take the excise duties. They also work against 
the poor man. Don’t j’ou think that your aims ai-e contradictoiy ? You 
want to discourage drink, that is Avhj’ the duties are high. 

A. — So far as the Madras Presidency is concerned, high prices liaA^e 
not, resulted in any substantial reduction. 

The President. Q. — ^^Vhat AA'ould you call a sulistantial reduction? 

A. — ^The consumption has been all along 4 gallons per hundred- of the 
2 )opulation for manj' years. 

Q. — ^Do jmu knoAv what the latest report says? Now it is 3.7 against 
4.2. Is it not a big reduction ? 

A. — There has been a rise since then. 

Q. — ^Is there not half a gallon reduction? 

— But Government say it Avas due to the non-co-operation movement,' 
From tho year before last it has again increased. 

Q. — 'i’his is the Central Provinces Excise Administration Eeport. You 
will see there the rates as compared Avi.th other provinces. You will see there 
is a reduction. 

A. — It is in the y^ear 1923, but I think that was a bad year due to ^lo 
uon-co-operatiou movement. 

yil-43 



i)r. ilydcr. Q. — Is the aim in excise primarily taxation? 

A. — think that is for the Government to say. 

Q . — 1 -was just going to sajj Goverinnent’s policy is to make the liquor 
as scarce as possible and raise the niaxiinuni revenue possible. You dis- 
courage liquor in both vrays, that is, i-educe sujjpUes as much as possible and 
tax as much as possible. 

A. — That ivas the old policy of 1914. But now I supiiasc the Local 
Governments are changing their policy. .. 

The Frcsideid. Q. — ^If you look at the latest report of the Bombay 
Legislative Council, you will see, thei-e was a resolution saying that they 
will adopt prohibition twenty yeai's hence. 

A. — I think they have adopted the rationing method, by ivhich they 
will come to the stage of iirohibition twenty years hence. 

Dr. Uyder. Q. — We have taken land revenue and excise, now take salt. 

A. — ^You may take salt, kcrosine oil, jnatches; it comes to the same 
thing. 

Q. — But you say that the taxation in this country has not been based 
on tile maxims enunciated by Adam Smith. 

A. — We have dealt with the fust maxim: the .second is ‘certainty’. You 
have your 30 years’ settlements, but you do not know what exactly you are 
going to pay 30 years hence. 

The Fresklciit. Q. — ^You know that you have to iiay in accordance 
with your income? 

A.— I am only talking about what you are paying to Govormneut, nob 
of the iirofit you can get from industry. 

Dr. Dydcr, Q. — There is no country in which people can have the dead 
certainty of paying the same amount for 30 years: all taxes can vary. 

A. — ^Here your income-tax is varying from year to year. 

Q. — There have been all sorts of variations in the taxes in England 
between 1900 and 1925. 

A. — I am not speaking now whether 'certainty’ is possible or not; wo 
are only dealing with certain principles enunciated by Adam Smith. 

Q. — There is a greater degree of certainty hero than in England. 

A. — It may bo a matter of degree, but even chon there is not the cer- 
tainty. Take the time of payment for instance: the histhandi, which is 
paj'ment of land revenue, is generally spread over three or four instal- 
ments. The first one or two instalments are always jiayablo before the 
crops are harvested. Sir Charles 'i’odhunter, when he was Finance Mem- 
ber, told us that could not give any relief. 

The Fresident. Q. — ^Vhat you wanted to do was to postpone one or 
two instalments into the next financial year. 

A. — Technically whatever it maj'^ bo, m 3 ' complaint is that you are 
collecting revenue at a time when peoijle are not able to pay. 

Q. — If 3 ’ou imstpone tlie payment of an instalment from one 3 'ear into 
the next, you lose that instalment for ever. 

A. — ^My contention is that if you collect it within the iasli year you 
are all right. 

Dr. Faranjpye. Q. — ^Now a landlord has to pay it in four instalmente 
at various periods: you only suggest that one instalment should he paid 
in the next year, i.e., you want to avoid paying one instalment this year. 

A. — ^All I am saying is that instead of collecting it in Januai-y, Febru- 
ary, March and April, you can collect it in Marcli, April, May and dune. 

Dr. Hyder. Q. — ^Would you sas' that the revenue from customs duty 
also weights the scale against the poor? 

A. — Not all of them: we have only referred to the necessities. 

Q. — ^Income-tax? 

A. — ^It will onl 3 ' affect the richer people. 
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Q — What about the taxes levied by the municipality? 

A. — ^It depends on the tax. 

Q. — Octroi ? 

A.— Wo have no octroi in this Pi'csidency. 

Q. — ^Does the profession tax operate against the poor? 

A. — Noj it is progressively graduated. 

Br. Baranjpyc. Q. — House tax? 

A. — think it is more or less equal and ve have exemptions in favour 
of the poor. • . ■ - 

Dr. Hydcr. Q.~Local cess? 

A. — ^That is based on land revenue : ■whatever applies to land revenue 
also applies to local cess. 

Q_What other taxes offend against this maxim of ‘ability to pay’? 

A. — Only land tax, the excise and those taxes which are levied on neces- 
saries. 

Q. — What would you substitute for them? 

A. — I don’t say I would substitute anything. With regard to land 
revenue, I have suggested what 1 think will be equitable. 

8ir Percy Thompson.: Q. — ^Income-tax. You would differentiate between 
earned and unearned incomes; you would also make an allowance on the 
basis of the number of members in a family. The difficulty there is that it 
would probably be necessary to make a good many inquisitorial enquiries. 

A. — have said that there would be some enquiri'es, but they are not 
worse than the enquiries' we are making at present with regard to income-tax. 

Q. — ^For the purpose of ascertaining a man’s income you only deal with 
the individual : when the question of families comes, wouldn’t there be 
difficulties? Suppose a man says he has 15 children and you doubt his 
statement, how are you going to verify it? 

A. — ^The local officer who makes the assessment can verifj’ it. 

Q. — ^Will ho go to the family and make the enquiries? 

A.— He makes them outside: I don’t think there will be much diffi- 
culty in this respect as people -will be very careful and not make wrong 
statemente. 

Q. — ^You say that you disagree with the present system of levying super- 
tax on companies and that you are in favour of fixing a license fee.foi- the 
companies and then levy the income-tax on the shareholders. Tf you do that, 
isn’t there a likelihood that people who got dividends from companies will 
not declare them? 

A. — It is the same thing as income from other sources. 

Q. — You would lo.se a good deal of income-tax. 

A. — The difficulty is really a balance of two evils: for instance, in this 
part of the country the smaller shareholders form a very largo number. 
They are entitled to being paid back what has been collected from tho 
company. So if you take the balance of convenience, it will be fairer to 
collect it from individuals. 

_ Q. — Suppose you do that, won’t you lose income-tax on tho dividends 
which are paid to people who reside out of India? 

A. — ^That is a point you can legislate for. 

Q. — You cannot tax non-residents unless you tax them at the source. 

A. — Ansdhing earned here can be taxed here. 

Q. — Suppose a registered company has all its shareholders foreigners; 
at the present moment you charge income-tax^ on the profits of the compyn 5 ’- 
and leave the_ company to deduct that igcome-tax from the dividend it pays 
to those , foreigners. Suppose we adopt your suggestion and you do not 
charge mcome-tax_ on the company at all, how are jmu going to got that 
tax from the foreigners? 

A.— -Whenever they send money out of India, you can -make the com- 
pany responsible for deducting income-tax apd paying it to you. If there 
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is no agent for receiving the money i?i India itself, you can treat the 
secretary to the company as the agent for the remittances he makes out- 
side the country. 

Q. — ^And make Jijm pay ah the highest rate? 

' A. — ^At the rate at which the assessee will have to pay. 

Q.— Even then, you lose the tax on the portion of the profits which 
is not distributed as dividend? 

A. If it is converted into cajjital account, they will have to pay. 

Q. — ^They don’t. 

A. — ^There was a Privy Council decision to the effect that what is con- 
verted into shares will have to be treated as profits. 

Q . — I think the decision was the other way. 

A. — That cannot he made a reason for taxing the people whom you do 
not intend to tax. Wliat practicallj’^ results from the present arrangement 
is that a large number of people whom you do not want to tax are now 
paying taxes simply because you collect from the comi^any and those people 
do not got repaid. You cannot expect people from villages to go to your 
headquarters to get a refund. 

Q. — ^How many people from villages hold shares in companies? 

A. — ^Heaps of them : in the Coimbatore district, there are 150 I’egistored 
companies. 

Q. — ^But who are the shareholders? 

A. — ^Mostly poor people. The capital of a company would bo about a 
lakh of I'upees and you will probably have 500 subscribers : there woiild 
only be few people in each company who are liable to pay tax. 

T/ie President. Q. — ^You advocate a complete salt monopoly? 

A. — ^Yes, 

Dr. Syder. Q. — ^Do you think you could get good salt if salt wore 
manufactured by Government? 

A. — I may say that I have no idea of the quality of salt supplied by 
private companies: I am only speaking theoretically in this matter. Since 
the cost of production is very low, I think it better that Government itself 
should undertake the manufacture and sale of it. I don’t know anything 
about the actual working of the sj'stem. 

The President. Q. — Do you live in an area where Bombay and Madras 
salt come into competition? 

A.— No. 

Q. — ^You used to got lots of Bombay salt? 

A. — No, not now. 

Q. — ^Which do the people of Coimbatore prefer? 

A. — ^They have been getting salt from htadras. 

Dr. Paranjpye. Q. — White salt? 

A. — ^No, we get the heavier salt. 

The President. Q. — Can you give us any idea as to what the number 
of measures to a bag is? 

A. — don’t know anything about the actual sale of salt. 

Q. — ^Do the common 'people in your district understand the fact that 
duty is levied by weight, whereas the sale is by measure and, therefore, 
the more measures you get to the ma\md, the greater the profit of the retail 
dealer ? 

A.— No. 

Q. — ^If you were told that the people of your district demanded a light 
salt, would that be true? , 

A. — do not know anything about the actual trade. 

Q.— You buy salt for your own consumption : what considerations 
determine your preference for one salt as against another? 

A. — ^That depends on the man who goes to the baKar; my clerk goes 
and gets it. I have no nreference for ope sqlt over another. ' 
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Q —Don’t yon nso white salt for special preparations? 

A. — only purchase one salt. 

Q. — You don’t use European white salt? 

A.— No. 

Qf— If that were available in bulk in the market, would any one buy it? 

A. — I don’t think so. People are more in favour of the heavier salt, 
because they think it gives them better result: it is much more saltish. 

Q. — ^In order to 'make up the loss of revenue if prohibitibn were adopted, 
you would advocate a graduated succession duty, if necessary, a tax on agri- 
cultural income above Rs. 5,000 and a totalizator dutj\ Do you think 
j'ou would get from these anj'thing approaching the present excise revenue? 

A. — ^There is the imperial contribution also. I want a large portion 
of that to be earmai'ked to meet the loss from excise revenue. 

Q. — Suppose the contributions were all paid off and you started afresh? 

A. — ^That is another matter: we have to take things as they are. Out 
of 348 lakhs of rupees, I would' ask for about 200 laklis to be earmarked 
for the loss of excise revenue, and rve have to find another 300 lakhs. 

Q. — ^How will you find this 300 lakhs? 

A. — have suggested taxing agricultural incomes: I suggest that a 
gross income of Rs. 5,000 or a net income of Rs. 2,000 may be taken as 
the exemption limit. 

Dr. Syder. Q. — ^You would keep land revenue and on the top of that 
tax agricultural incomes? 

A. — want a permanent settlement of land revenue, bring all districts 
to the same level and on the top of that put a tax on agricultural income. 

The President. Q. — ^You would extinguish all increase of land 
revenue ? 

A. — ^Yes; that will be based moi-e on the principle of equality of sac- 
rifice. 

Q. — You will still have to find 3 crores out of succession duty which 
would fall largely on landholders? 

A. — ^Nobody can complain. 

Q. — ^You have been telling us that the excise duty is being levied on the 
poorer classes? 

A. — I suppose others will be prepared to make some sacrifice. 

Q. — ^If you introduce a taxation measure, do you think you would have 
any support? 

A. — am not sure. 

Dr. Kyder. Q. — These poorer classes form part of what are called the 
untouchable classes? 

A. — ^Noj I don’t make any distinction between the untouchables and 
other poorer classes. 

Q. — Isn’t the excise revenue mainly derived from the untoiichables? 

A. — ^No; the other labourers also pay it. Of course, the untouchables 
contribute a larger amount. 

The President. Q. — Have you considered the possibility of ever en- 
forcing prohibition? 

A. — ^I think it ought to be possible; America has shown the way. 

Q. — Has America succeeded in enforcing prohibition? 

A. — ^There are some people who think they have succeeded very well 
and some others who think they have not. TVe only find that there are some 
other countries which ai-e prepared to follow America. 

Q. — On the other hand, aren’t there some other countries who have 
tried the experiment and given it up on the advice of the very people who 
introduced the experiment? 

A. — 1 don’t know. I think that recently New Zealand, Norway or 
Sweden and one other country wanted to follow the lead of Anierica. 
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Q Xi’d you fiwrtrc that prohibition in Now Zealand is confined to con- 

sumption on the premises? 

A. — ^No. 

Q. — The number of liquor shoi)s in proportion to the population in 
Now Zealand is four times as many as in Jladras. ^ 

A. — I don’t knoA7 how they aro working it. Before wo undertake total 
prohibition, avo will have to study all tlicse. Wo are noAV only starting. 

Q. — ^Have you studied the official statistics of America? Would you 
accept the official statistics? 

A. — I have not seen the official statistics: I have onl 3 ^ seen the statis- 
tics Avhich appear in some of the journals. 

Q. — If the official statistics showed that drunkonnoss was increasing, 
would 3 ’ou bo- prepared to reconsider j'our opinion? 

A. — If I were satisfied tliat it Avas not possible to introduce prohibition, 

I Avill certainly revise my opinion. 

Q. — ^As regards the reduction of consumi)tion in this province, will you 
be good enough to giAm us your figures? You say there has been no reduc- 
tion of consumption? 

A. — The official report shows a consumption of 4 gallons per hundred. 

Q. — Here is the official report which sIioaa's that there has been “a re- 
duction from 4.4 proof gallons per hundred of the population in 1913-14, 
and 4.9 gallons in 1919-20 to 3.7 proof gallons in 1923-24, .and a fAirther fall 
in consumption in the current year as compared Avith 1923-24.” 

A. — Wo AA'ill liaA'o to take all these together. If there is a foll_ in the 
consumption of arrack, the consumption of foreign liqAior increases : in some 
places it reacts on the toddy, hlj’ own impression is that there has been no 
reduction at Kll. 

Q. — Are yon prepared to accept the official figures? 

A. — Yes, my statement is based on official figures. 

Q. — ^Yon have had some endeavours Auade in this province toAvards pro- 
hibition in the las>t foAV j’ears? 

A. — Not by GoA^ernment. 

Q. — ^IVcro not all shops closed in Salem? 

A. — ^Thoy said that they closed theiiA Avithin the niAAnicipality, but jAist 
oAitside the municipality aa-o had a nAunber of shops. 

Q. — HaAmn’t j'ou got ijrohibition for the hill Iribcs in the Nilgiris? 

A. — You simply saj' you .should not sell to the Badagas. 

Q. — Haven’t 3'ou jjiohibition of arrack in ilie Tenkasi t:Aluk and in tAA’o 
or three taUdts in the TanjoA-e district? 

A. — In fiA'c or six taluks ihe.y liaA'o closed aiTack, .shops, but tbej' liaA'o 
toddy shops ) Avorking. 

Q. — Harmn’t you prohibition in the Agency tracts? 

A. — ^I don’t know. 

Q. — You are not satisfied with these endeavours at prohibition in 
directions AV’hich seem most feasible? 

A. — They are mere experiments and these experiments haA'O so far 
failed. I Avant the policy to be tried OA'eryAvhere in such a way that they 
might automatically reach the goal of prohibition, if po.ssible, at the end 
of a-certain period. 

Q. — ^You say that a reclassification of the several items in the Stamp 
Act and_ a varjatimi in sojue of the r.ates Avill be more scientific. You want 
mercantile transactions to be charged less than others? 

A. — ^Yes. 

Q- On the other hand, does not the Stamp Act date froiAA a tiiAio AA'hen 
the bulk of the transactions AA’ere those relating, to land? 

; the difficulty is this ; if you take stamps, . the value of the laud 
and other things are taken together and taxed at ihe same rate. But 
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Inercantile transactions change as they are for short terms. An ordinary 
mortgage will stand for a long tiinCj sometiiucs for ten or fifteen years. Yoxi 
cannot charge both mercantile transactions and mortgages at the same rate, 

Q. — Should a share transfer pay less than a mortgage on land? 

A.: — think so. 

Q. — You say that “gifts, bequests and inheritance should bo charged 
i higher tax than transactions for value” P 

A.— Yes. 

Q. — What sort of relation should one bear to the other? 

A. — You can easily double them. 

Q. — ^As regards court-fees, we have a regressive graduated duty. In the 
!ase of suits for value, would you make it progressive 

A. — ^There again there is a conflict between two principles about the 
ictual cost of the seiwices you render and abilitj' to pay. You will have to 
out it in such a way that for the lower amounts, at any rate up to Es. 2,000 
or Es. 3,000, people should not pay quite as much as they do at present. 

Q. — ^Wlien 3 'ou get to higher amounts, would you make them pay more? 

A. — No. For instance, in the case of laud suits jmur classification is on 
the basis of ten or twenty times the land revenue: that works a great 
leal of inequality, because if laud is worth Es. 3,000 or Es. 4,000, he pays 
i court-fee only on about Es. 400. 

Q. — ^Tiven twenty times is too low? 

A. — Yes. 

Q.—_ Apart from that, would you make the rate on the Iiigher values 
propoi'tionatcl.v higher than the rate on the lower values? Tliat is, if it is 
1 per cent on Es. 1,000, let it be 2 per cent on Es. 2,000, 3 per cent on 
Es. 3,000 and so on. 

A. — Some system based on the actual time taken should bo introduced, 
Ijocause when the amount is large, j'ou will have to go to a sui^erior court. 

Q. — Would you have a graduated hearing fee? 

A. — Yes,' a sort of hearing fee. For instance, if it is a contested suit, 

■it will go on for many days, though it is valued at six annas. 

■ ■ Q. — ^You have a very large experieiice of the courts? 

A . — ^Yes. 

Q. — ^You think a hearing fee AV'ould be practicable ? 

A. — ^tVhat I suggest is this ; even if you do not base it on the actual 
number of days taken, on the cx parte suits you can fix it at one-third,' 
of the rate, money suits at two-thirds, and contested land suits at 
value. , f 

Q. — You would not actually impose a hearing fee? 

- A. — A hearing fee will be difficult to work in the mofussil, because the 
number of suits, especially small cause suits, is very great. For instance, you 
may have 3,000 small cause suits, and it will be difficult to have any hearing 
fee on these 3,000 suits. It is for that reason that I suggest a diff'erentiation — 
cx parte suits, monej' suits and land suits. 

Q. — ^Do you regard court-fees as a pajunent for services rendered? 

A.— Yes. 

Q. — Eoughly, it should not be more than the cost of the service? 

A. — ^No; it should not be. 

Dr. Paranwye. _ Q. — ^YHth regard to the court-fees, it was suggested 
to us that the services rendered are not actually the passing of the judg- 
ment, but they include the placing of the whole resources of the State 
behind the jiidgment, and in seeing that justice is executed. It is not only 
the work of the judge that is involved. " 

A. — ^But lor the fact that there is the State, I do not think .anything 
can be done. ■' ■ 

Q: — Therefore, the service rendered is not' the mere passing of the judg- 
ment? • ' 


344 


A, — tljei-o is lliis thing also; in oui* country justice was always con- 
sidered to bo free. Ft was one of the duties of the monarch or the king of 
the time being to dispense justice to his people for no consideration. So 
that, anything that you fix now ought not to bo more than what you actually 
spend on the particular service. Otherwise, it will affect the deep-rooted 
sentiment of the people. ^ 

Dr. Uyder. Q. — You say that in the old days justice was free. May 
T know whether in the old days overj’ man’s case could l)o taken directly to 
the ears of the Raja? 

A. — ^Yes: the Rajas were only ^niall men. There was not one European 
for the whole of India. And even if there was one, there wore also the f 
smaller Rajas who would ordinarily dispense justice. i 

Q. — ^^Vero there appeals against their orders? , 

A. — They had their own way of doing justice. No doubt, the syster^ 
has changed now. j 

The Frr.vdcni. Q. — ^AVith regard to registration fees, don’t j'ou got iK 
service besides the mere writing of the document? Proof of title, ' foiA 
instance? \ 

A.— Yes. 

Q. — If you are to go to a lawyer as in England to liavo the proof of 
title established, it costs you more. 

A. — I have no idea what they charge. 

Q. — ^Is it not right that when the Government performs a service of 
that sort, they should charge a i-casonable amount for it? 

A. — They are doing service; and for that service, whatever they spend, 
let them take. I do not want that Government should bo out of pocket. 

Q. — Should the;^ not take anything for enabling the particular indivi- 
dual to prove the title? 

A. — What they spend, lot them take. Do you want to have some profit? 

Q.— Yes. 

A. — I do not think that Government should look for profit in Ihoso 
things. 

Q. — It is a duty on transactions. 

A. — If you view it in that light, it is altogether different. For iiistance, 
there are some who want to have taxation on litigation. That is quite a 
different matter. It is introducing a now thing altogether. But as circum- 
stances stand at present, I would say that Government should not make any 
profit. 

• Q. — With regard to land revenue, you have already told us that your 
plan would he to standardize the existing rates and make them pennanent 
i Q.imposo income-tax on agricultural incomes. 

T’A. — ^Yes. 

^Q. — You say “The present system loads to inequality for various rea- 
sous,\one of them being the average taken of the prices ruling over different 
periods”. Have you facts to show the inequalities? Wo had some 
figui'es given bj’^ the Board of Revenue which indicate 'that there is not 
touch variation. 

A. — ^I have not brought the figures here, because I thought it was an 
admitted fact. 


Q. — ^But the Board of Revenue takes the other view, 
there is no matei’ial difference. 


They say that 


A. — ^If you see the settlement i-eports and woik out the thing, j^ou will 
find it. 

Q. — ^That is what they have done. 

A. — ^If you take the average prices in the settlement reports, you will 
find there will be difference. That is natural. 

Q. — ^You say “I will leave the imposition and collection of land revenue 
(in towns) to the local authorities”. 

A.— I am- against duplication or triplication of agencies. 

Q. — Can you depend on the local authorities to impose a sufficiently 
heavy rate? May we take it from you that land in towns is one of the 
sources of wealth is at present exceedingly lightly taxed? 
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A. — You cannot ahvays say that. In some places it is not at all really 
lightly taxed. For instancOj in .some places there has been a grievance with 
regard to the ground rent that has been fixed. 

Q. — In some cases tliere may be ground rent and in others there is 
nothing ? 

A. — Yes; that is what I say. 

Q. — Suppose you leave it to the municipality to charge a big rate tliat 
would level up the whole thing. Could you depend on the municipality to 
do it? 

A. — Even the Government has to do it sometimes. And even the 
j Government cannot impose a high tax all in one lump. If the increase is 
too heavy, they have to give up part of it and municipalities are no excep- 
Jon to that. 

Q. — ^Do you, as one having large experience of municipal taxation, 
chink that when tho GoA'ernment retire from the taxation of land in muni- 
” cipal towns, tho municipality would increase the rates ? Or would they 
give the benefit to tho rate-payers? 

A. — If it is a tax which goes to the local authority itself, no doubt you 
can depend on them, because it will have to find money for its own "^ex- 
penditure. But if tho tax is to be collected on behalf of the Government, 
probably' you cannot e.xpect the municipality to do that sort of work, 

Q. — You propose to pool all toll income and distribute it on the basis of 
-tho length of roads? 

A. — ^Yes; it is for the lourpose of avoiding the difiiculty' of having loo 
many gates. For instance, every municipality wants to have a toll gate and 
in many places you have got municipalities within a few miles of each other. 
There was recently some difficulty with regard to Saidapet and 
Madras municipalities. 

Q. — Can you abolish municipal tolls? Yoii have got carriages inside 
tlie municipal limits which pay a tax to the municipality, and you won’t 
tax carriages coming from outside tho municipality and using the municipal 
roads. 

A. — ^A very largo portion of the roads is maintained by the local board 
and not by the municipality. 

Q. — I am speaking of the roads inside the municipality. Supi^ose you 
abolish the municipal tolls? 

A. — Then your carriage tax will be a luxury tax. 

Q, — the man who kept the carriages just outside the municipal 
limits would not be liable to tho carriage tax and he will be able to use the 
I’oads i^aying no toll. 

A. — ^Yes; that will bo the case, 

p. — ^And all the people with carriages will move their e.stabli.shments 
outside tho municipality. 

A. — ^Yes. There is a sort of confusion. It is partly a tax for using the 
roads and jjartly a tax on luxury. A man who can afford to keep a motor 
car or carriage is taxed for keeping it. 

. Q, — ^I think tho difficulty about abolishing tho municipal tolls is, as 
you have indicated, making it tree for i^eoplo coming from outside. 

A. — ^I do not think there will be any real difficulty. 

Dr. Hyder. Q. — In other iiarts of India you don’t have these toll 
barriers. How is it that the municipal bodies in the Madras Presidency 
cannot keep up their roads without them? 

A. — The income from tolls is a very large amount here. 

The Drcsident. Q. — ^In other parts of India you have the octroi. 

A. — ^It may be. 

Dr. Hyder. Q. — The octroi replaces the house-tax. We do not have the 
house tax in Northern India, whereas here you have that. tax. 

A. — ^I do not know much about that. 

The Prcsidcnf. Q. — You say in rural areas objection is taken to pro- 
fession tax? 

A. — Yes. 
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Q. — And you propose to give way to that objection? 

A. — ^In some places we had to give waj’, because the amount collected 
is small. 

Q.— Is it not right that the non-agriculturist should pay something cor- 
res^jonding to tho land cess? 

A. — ^^Vo have not got many eases like that. 

Dr. Faranjpyc. Q. — The petty shopkeepers? 

A. — I do not think they come under the profession tax. Their income 
is not considerable. 

The President. Q. — ^But tho petti”- J’as to pay something, how- 

ever small his income may bo. Should not tho petty shopkeeper aiso iiay 
something, whatever his income may bo? 

A. — But the difficulty is that tho limit of exemption for profession t.\v 
is at Rs. 30. The petty shopkeepers who got R.s, 30 are not many. I have 
no objection to collect it where there are a large number of people liable to 
the tax. I do not want to trouble those people when there is not much 
to collect from them. 

Q. — ^You think it*^is not worth collection? 

A. — ^Yes; further it creates a sort of heart-burning. 

Dr. Paranjpye. Q. — ^You are in favour of a tax on tobacco? 

A. — Not exactly that; if you want money so very badly and you must 
get it by taxing some thing or other, then I say tobacco would be 
suitable. But ordinai-ily, 1 am much against taking away the freedom ol 
the man to cultivate what ho likes. And this taxing of tobacco will, no 
doubt, create some heart-burning among tho people. In some places, 
especially in Godavari, tho people trill object to it. It must bo taken up 
only as a last resort. 

Q. — ^You prefer an acreage duty? 

A. — ^Yes; that, I think, is the least objectionable. 

Q. — But lots of people have only small patches of tobacco cultivation 
and it will bo ratlior difficult to charge an acreage duty. 

A. — 1 do not know tho cond'tions in tho other provinces. But so far as 
this province is concerned, I think you can have an acreage duty. 

0. — ^Would you fix any limit to private possession? 

A. — No, 

Q. — You will tax every loaf? 

A. — Under my proposal j’ou don’t take tho loaf into_ consideration at all, 
that is, when you have au acreage dutj*. In Ihis province. I do not think 
there are pooplo who cultivate less than an acre. 

Dr. Dyder. Q. — Don’t you have this condition, that with tho help of 
night-soil manure small patches are cultivated with tobacco? 

A. — Tobacco is cultivated extensively hero. In my own district of 
Coimbatore, you have got largo areas cultivated with tobacco. 

The President. Q. — In your district it is a favourite garden crop? 

A. — Yes. In Godavari district, for instance, there are lanhas lai'gely 
cultivated vith tobacco. And even in the Nilgiris they have some acres of 
tobacco cultivation. 

Dr. Paranjpye. Q. — ^^Vliat do you say to a monopoly of vend in definite 
areas ? 

A. — I do not think anybody will agree to it at all. Why should you 
have an exception in tho case of tobacco? 

Q. — Just like liquor. 

A. — ^If you think it justifiable to ti’oat tobacco in tho same way as liquor, 
that is another matter. 

Q . — Vhe do not restrict the number of shops dealing in tobacco. We 
give the monopoly of vend to one man and let him open as many shops as 
he likes, selling the monopoly by auction. 

■”^•■—1 think it will load to vei’y great difficulties. Because, all classes 
pf people use tobacco, Probably, so far as tho number is concerned, it will 



be tlie same as the number of people who use arrack and toddy Bid; in 
tho case of tobacco, it is distributed more evenly among all castes .ind al 
classes of people. 

Q. — ^They go to tbo shops of the licensed vendors. 

A. — Then you Trill have to license every shop. 

Q. — ^No; Tve shall give the monopoly to one particular vendor and he 
Tvill appoint his omi men. 

A.— What are the groTT-ers to do? They vrill have to sell only to the 
licensed vendor? 


Q. — ^Yes. They have to sell either to the licensed vendor of his area 
or to other licensed vendors. 

A. — ^All that Tvill introduce a number of complications. 

Q. — ^That is very common in certain jmrts of India. 

, A. — do not know vdiether tobacco cultivation is so Tvidespread there 

as it is here. 


The President. Q. — ^Would it create great difiBculties to the cultivator, 
if you give the license for a nominal fee to a jieison engaged in whole- 
sale or export trade, so that the cultivator can sell either to the whole- 
sale dealer or exporter or to the licensee of his own area or the licensee of 
another area? 

A. — Now Tv’e have got imrious methods Tvith reference to the curing 
and sale of tobacco. In some places what they do is this : a fortnight 
before the harvest merchants come and buy the crop on the field. Then 
tJiey take it to other places and sell it there. 

Dr. Paranjpyc. Q. — There is no objection to that. Only a license has 
to be taken. 

A. — Then Tvhat is your object? 

Q. — You will get a fee for the license and a fee for the monopoly of 
retail vend. 

A. — I think it will affect both the trade and agriculturists. There are 
now a lai’ge number of i)etty shopkeepei’s who aj’e entirely dependant on 
the sale of heedics, cigarettes, etc. 

Q. — They ivill make their own arrangements with the licensed vendors. 

A. — ^That means you will make it more costly. 


Q. — ^If you put on a tax, in ivhatever form it may be, you are bound 
to make it more costly. Tho difficulty about tho acreage duty is time in 
other parts of the country, tho patches cultivated irith tobacco are very 
small, and it would be very d.fiicult to find out and assess them. Again, 
the yield on various soils is different, and the duty that would be suitable 
to one class of soil Tvould not be suitable to anotlier class. What is a light 
duty in tho case of one, would be very heavy in the case of another. 

A.— Yes, I agree there will be some inequality; but I think that the 
acreage tax is the least objectionable. 

Q. — ^But the system I suggest is actually in force in various places. 

A . — 1 have not studied it. 


Q.— It is in force in Patiala and they derive 14 lakhs of rupees as 
revenue from tho monopoly of vend. ^ 

A.— It may be possible. But so far as I gather, I think it will involve 
many complications and difficulties here. As I said, many of the petfcv 
shopkeepers depend on hecdies, cigarettes and th ugs of that sort for their 

Q.— They Trill make their own arrangements with tho monopolist. 

"■■'“‘"'•O'- you call it. They 

bccaS ‘■“™ *“ 
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i?r. Paranjpiie. Q. — regard to Q. 141, you have hcon just talk- 
ing about equalit 5 - of taxation and you propose to exempt the joint family 
property altogether from death duties, so that you arc going to charge 
death duties only on non-Hindus P 

A. — It is not exactly tltnt. 1 inention in another place that tlic liiioal 
descendants vould have to he exempted. The joint family of Hindus as 
veil as the lineal descendants of other people vill have to be exempted. 

Q. — Absolutely? 

A.— Yes. 

Q. — Then you do not get an 3 'tliing at all. T .should consider that about 
75 per cent of the propertj' goes in succession to the children of the de- 
ceased and consequently you von’t get veiy much. I quite agree that the 
duty shoiild bo charged at a higher rate to persons vho are not lineal 
descendants. T can quite tmdor.stand if j-ou saj' that the dutj’ should 
he based on the degree of relationship. But if you exempt all lineal d-3.5- 
coudants, vhatev'or maj’ be the size of the estate thej- inherit, probably j'ou 
destroj* the vhole scheme altogether and there will be nothing that you 
can get out of it. 

A. — ^You cannot saj’ that there is nothing left. No doubt, the amount 
may be small. 

Q. — ^..It present other communities have to pay some kijid of death 
duties because thej* have to take pi-obate, for instance, the Christians, the 
Jews. 

A. — Thej' do not. 

Q. — vorc told .so yestordnj' bj' the Administrator-General. 

A. — I do not Icnov. But as a i)raciisi}ig lavycr, 1 knov thoy do not 
take probate generally. Only vhen thej* vant to go to a court do thoy 
take probate. 

Q. — Estates belov Bs. 1,000 are dealt with by the Administrator-General, 
and for others they have to take a probate or letters of administration or 
a succession certificate. 

A. — Of course, if you want to prove a will, that is another inattor. 
When there is no will and when it is an ordinaiy case of succession, for 
instance, among tlie Christians, thej* do not take it at all. In practice, i 
do not think they will take it unless they have to go to the court or the 
debtor insists on it. 


Rai Bahadur IT. GOPALASWAMI AYYAWGAB, B.A., 
B.L., Registrar-General of Panchayats. IVXadras, 

•was next examined. 


Written memorandum of Mr. Gopalaswami Ayyangar. 

It is imijossiblc for anj’ .student of public finance to imonounco on nnj’ 
scheme of taxation — its equity and its accord with economic principles — 
without reference to the scheme of public expenditure which such taxation 
is iiitoncled to finance. Tlic exclusion of jniblic* oxpohdibure from the purview 
of the Taxation Enquiry Committee is bound to invest its conclusions with an 
academic and unreal air. If it cannot examine the adequacy of the resources 
of dift'erent governing bodies, how can it indicate tlio tlieoreticallj* correct 
distribution of taxes between imperial, Provincial and Local? Supposing the 
tlicoretically correct distribution gives one govorning nuthoritj- much more 
than it needs and another much less than it i-equiros, is the discrepaiicj' 
to be porpclually adjusted by a inatricvlar contribution? Again, in public 
fiiiaucG there is iiotliing like a theoretically correct distribution of taxes 
between grades of Government. The .suitability of a tax for a particular 
grade of Goveriimeiii is often a question moVoly of, whetlior it can bo 
efficiently assessed aud collected by that grade of Government. 

2. No proposals for the veadjustmenl of lax resources aro likely to ho 
practical use- they arc relnlod to proxiosals for a voadjusLmont 

of functions aud o> ire. 
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3. Tile exaniiuatioii of tlie xiresent distribution of functions- betwcou 
Imperial^ Provincial and Local, particularly betiveen Provincial 'and Locai 
and betiveon the different units of local government, has an iniportant 
beai'ing on the capacity and irillinguess of tho people to bear- additional tax 
burdens. An addition, for instance, to the land revenue for provincial 
purposes ■will be unhesitatingly condemned ; an enhancement of the land cess 
for Local Board purposes may_ ho acquiesced in reluctantly, if the 
expenditure cannot be met otherwise. A pretty stiff extra burden on land 
would be willinglj' submitted to, if the function is decentralised to a vPlago 
autliority and tho money raised by that authority is sxient in the village 
itself. 

4. The problem of estimating the distribution of the burden of _ different 
taxes on different classes of the population is a difficult one. Estimates of 
the total national income considered along with estimates of the cost of 
realising a reasonable standard of comfort for the nation as a whole give us 
a rough idea of the resources available for the purposes of Government. The 
average annual income per capita, provided it can be arrived at without being 
too remote from tiie actuality, gives some indication of tho economic condition 
of the people taken as a whole. Statistics giving the number of persons 
earning incomes of different amounts, when studied along with the expenditure 
of typical families earning such incomes, are useful for gauging the 
distribution of tho existing tax burden and of the capacity of different 
classes to bear further taxation. The collection of reliable facts, their 
analysis and .the drawing of reasonable inferences from them are, however, 
matters of extreme difficulty and require a great deal of organisation and 
labour, spread perhaps over three or four years. 

5. The ‘production’ method has been largely employed so far in this 
country in making estimates of total and average (per capita) annual ilicomo. 
About 40 per cent of the estimates — relating to non-agricultural income — is 
frankly guess work and I can find no justification, either in theory or in any 

-■ detailed investigation carried out in a specified area, for the formula on which 
the guess is made. The remaining three-fifths also include a very large margin 
of guess work. The estimate is arrived at by multiplying the area under 
crojis by the outturn. "While the area is more or less accurate in regard to 
Government villages, it is not by. any mieans reliable in tho case of most 
zamindari areas. Outturn is largely guess work everywhere. The guessers 
are — many of them — ignorant even of what the normal represents, and the 
percentage of the normal .which they enter in tho cultivation account, often- 
times without even looking at the standing crops, cannot be treated as 
reliable, 

6. Such statistics . as are available at present are both inadequate and 
untrustworthy for estimating either taxable cajiacitj' or tho distribution of 
the present burden of taxation among the different classes of tho population. 

7. The Indian-tax system has. been of haphazard growth. Historical 
rather than scientific reasons explain its present condition. Tho theory that 
all revenues arc the propert.v of the Secretary of State in Council represented 
by the Government of India in this countiy has had not a little to do 
with it. In. tho constitutional adjustments that resulted from tho Govern- 
ment of India Act,. 1919, the Centz’al Government which was entrusted with 
limited non-expanding functions obtained not onlj- all the existing expanding 
sources of revenue but all residuary powers of taxation ; while the Provincial 
Governments charged with the administration of rapidly developing depart- 
ments of national activitj^ . were left with tax resources, both limited in 
number and mostly non-elastic in character. In readjusting tho distribution of 
resources between Central and Provincial, two iioints seem to mo to require 
attention : — 

<.!) The giving of elasticity to provincial resources. 

(2) The transfer of the residuary powers of taxation from the Govern- 
ment of India to tho provinces. It is tho tax resources of the Central 
Government, and not those of the Provincial Governments that ought to bo 
scheduled. 

8. In the Province of hfadras, the three items of land revenue, excise 
and stamps account for seven-eighths of the total revenue. Land- revenue, 
as at present levied, does not increase except by about 1 ner cent annually. 
The extinction of excise revenue altogether is threatened. Though this threat 
null remain idle for nian.y years to come, we have to take note of tho fact 
that the revenue from excise will not be allowed to grow; on the other hand, 



It is not altogether unlikely that we shall have to face the contingency of a 
substantial fail in the receipts. The revenue from stamps appears to have 
reaclmd the limit of elasticity; the clamour is growing in volume and strength 
for the undoing of the enhancements that were introduced over two years 
ago. The increasing remission of contributions to the Central Government 
which has been promised will stave off the evil day for a few years, but there 
is no escaping the problem at the end of this period. 

9. Tlie three most important taxes levied on behalf of the Central 
Government, viz., customs, income-tax and salt, are every one of them elastic. 
I include salt deliberately. The question of whether, in the present condition 
of Government of India, Finance, it is necessarj' to retain the salt duty at all 
or to lev 3 * it at the rate of Bs. 1-4-0 a mauncl is one whose decision should 
be guided by purely budgetary considerations. The tax is at present intensely 
unpopular mainly for political reasons, and political objections to a tax 
are not factors which can be ignored in financial polic 5 \ Nevertheless, from 
the standpoint of financial principles, the salt diity is a legitimate source of 
revenue for the State and is .a financial reserve of considerable elasticity. 

10. It seems to mo that with a view to invest provincial resources with 
the necessarj’ element of elasticity, it is desirable to transfer one of these 
three items to the ijrovinces; and, of the three, income-tax appears to be the 
most apijrojiriate for transfer. I refer however only to the ordinarj' income- 
tax. Super-tax which is levied in addition to income-tax on incomes in 
excess of Rs. 50,000 may for the present continue to bo a central source of 
revenue. I do not consider that the administrative objections to making 
income-tax provincial or the other objections based on the fear of multiple 
taxation as between different provinces on the same income are by any means 
insuperable. 

11. The provincialisation of income-tax is also imperative in the interests 
of a proper remodelling of the taxation of land. It will be difficult to carry 
out the remodelling which I suggest below if income-tax continues to be a 
source of central revenue. 

12. I agree that the exemption minimum in the case of income-tax 
may be reduced very considerably. But this is more_ likely _ to be agreed to 
after the tax is provincialised and*will become inevitable if, as I indicate 
below, a portion of the existing land revenue should come to bo recovered in 
the shape of an income-tax on agricultural incomes. 

13. Land revenue proper is a tax. It is not rent, nor can it he said to 
be partly rent and partlj' tax. It is a ta.x on the annual value of, or the 
income from, landed property. The rate of the tax, as compared .with taxes 
imposed on the income derived from other forms of assets, is so heavy and tne 
methods of levy so indefensible that people have taken refuge in designating 
it a rent. That land revenue in its present form is an old tax is not an 
argument against an attempt to remodel it on modern lines and on sound 
financial principles. 

14. I would suggest that land revenue as at present assessed should bo 
replaced by — 

(a) .a tax on the capital value of land, and 

(b) a tax on agricultural incomes. 

Neither of these by itself could replace land revenue or he justified on 
considerations of equity or priiiciiile. Even when both are levied together, 
the proceeds are bound to bo smaller than the i^resent receipts from land 
revenue, and, assuming that other things will remain equal, the discrepancy 
has to be made good in some other way. 

15. Land revenue proper at present is derived from both di'y and wet 
lands. The wet assessment is, in theory, the dry assessment plus a charge 
for water. The first stop to be taken is the separation in the case of wet land 
of the charge for water. In other words, the taxation of land should have 
reference to its unirrigated condition. Irrigation facilities constitute an 
improvement, and a tax on capital value should as far as possible exclude 
improvements. I^Tierever irrigation works are the property of the State and 
are maintained by them, it is only reasonable that a charge should be levied 
for the water supplied therefrom. But it is only that portion of the 
additional value imparted to land which is not due to improvements effected 

flio. post of the owner or to the existence of irrigation facilities for 
tbo iitilization of which a separate charge is annually levied that should 
be laid under contribution through the tax on capital value. ' 
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1R Til A vR+e of this charge for water should not he regulated primarily 

SSciKma»LSSf -‘"™ *»“'4 >>» *'> 

aim in fixing the rate. 

17 The canital value of land should be taxed at a low percentage. 1 he 

actual 'percentage to be fixed cannot l/the OTtsJrSm 

erntion of how different rates would work out financially. At tne outset, tiic 

foverning consideration should be not to exceed the present P®^ 

acre. Valuations of land will have to be ma,de periodically. 
of this period is a matter of some difficulty, lo start with, an inteival of 
15 years is not unsuitable for rural areas. Provision should be made for 
eliminating extraordinary rises or falls in value due to abnormal cans..*. 
The average price of laud of different qualities ovcr_a series of ordinary years 
or the lowest price in any one of the last 5 of the 15 years between one valua- 
tion and another— these are alternatives which may be considered in connexion 
witn the legislation that may be necessaiw. The tax should be laid on the 
capital value of unimproved land, and with a view to exclndo the taxing of 
that portion of the capital value which is attributable to capital spent on the 
land by the owner, improvements will have to be carefully defined, ihe 
valuations of land alone should occur at intervals of not less than 10 or 15 
years, whatever the period decided on may be. The rate of tax, i.e.,^ the 
percentage of the capital value to be taken from the owner, should he variable 
ironi year to year according to the needs of the Provincial Governmemt, the 
rate being fixed by the Legislative Council, with sole regard to budgetary 
requirements. 

18. The value of land should bo estimated at each revision with reference 



ror xue recoraiiig, oy a ciuiy coiisuivui^cu acubuuuiy uaujiunuj m 
of rights in land and the better utilisation of registration offices, for furnishing 
information relating to land prices, should greatly facilitate these periodical 
valuations. 


19. The tax on capital value should not be looked^ upon as an attempt 
at measuring the taxable capacity of the person paying it. It might ho 
looked upon by some as tlie assertion of ‘the ancient seignorial claim of the 
State invariably recognized as a liability and as an obligation attaching 
to rights in land throughout the country’. Others may perhaps interpret 
it as an expression of tlie view tliat land should ho an item of nafionalised 
property in India. It is briefly and simply a form of property tax — an 
attempt to make every owner of landed property contribute to the needs of 
the State. 


20. The tax on agricultural incomes should he regulated on the same lines 
as the tax on other incomes with an exemption minimum and rates graduated 
progressively for incomes above the minimum. It will ho possible, and fully 
justified loo, to reduce the exemption minimum from Es. 2,000 at least to 
Es. 1,000 as soon as income-tax is provincialised and agricultural incomes 
are also allowed to be taxed uuder it. 


_ 21. The remodelling of" the laud revenue suggested above has. referouco 
primarily to the lyotwari tracts. The question of liow zamiiidari areas 
.should be dealt with presents certain peculiar difficulties on account of bhe 
nature of their tenure and the historical commitments connected therewith. 
Ifie substitution of the tax on capital value for the j^eshJeash is bound to be 
attacked as a breach of tho solemn covenant entered into at the time of 
permanent settlement. Even if the peshJcash has to bo retained, tho tax on 
agricultural incomes should in any case he extended to zamindari areas. - 


22. The suggestions made above as regards tho provincialisation of 
income-tax and the remodelling of the land tax arc based on what, in my 
opinion, are theoretically correct considerations. ‘J’heir practicability cauiiot 
upon without an examination of tho distribution of functions 
on'l. between the Central and Local Governments and of ihe 

fi the readjusted^ resources to the readjusted expenditure. Assumiii" 

that the present distribution of functions and expenditure is not disturbed” 
A India will have, under the proposals made above, to face 

Lr resources roughly of 1.3 crores under income-tax, 

Ta r more under remission of provincial contributions. 
fnrTVA^ they are already committed. For making up tho 

rorraer, the two principal heads op which they havq to rely aro customs and 
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salt. The fornier possesses a great deal of elasticity oven after the increases 
pnt on during the last three years; and, as the economic condition of the 
country improves and after a responsible Minister comes to bo in charge of the 
finances of the Government of India, the use of the salt duty as a financial 
reserve is not likely to meet with opposition. But if, in spite of these possible 
adjustments, it is found that the Government of India cannot afford to part 
with ordinary income-tax without some compensation, the transfer of revenue 
from .stamps (non-judicial) from provincial to central is worth consideration. 

23. So far as this province is concerned, the provincialisatiou of ordinary 
income-tax will bring in about 1.35 crores and this, coupled with the 2.2 crores, 
which will result from the remission of the balance of the provincial contri- 
bution, ensures extremely favourable^ conditions for Tindeiiaking tlio 
remodelling of taxation of land. The income from non-judicial stamps for 
the year 1925-‘’6 is estimated at .93 of a crore, and Madras can ill-afford 
to spare the whole of this amount. One solution will probably bo to lot the 
Government of India take out of this the amount which was accruing prior to 
the enhancements sanctioned by the Provincial Legislature. It is however not 
of much use at this stage going into the details of these minor adjustments. 

24. The overhauling of the local taxation system will have to follow that of 
provincial taxation. Local authorities should be given the liberty — subject 
to maxima to bo fixed by tlio Legislature~to levy centimes additionneh on 
the chief provincial taxes, viz., the tax on the capital vglue cf land, the 
provincialised inpome-tax and excise. As for resources over and above these, 
attention is invited to my answers below to the Committee’s questions on 
local taxation. 

25. I would, however, emphasise two points in connexion with local 
taxation ; — 

(a) The tax jurisdictions of Local Government should he as few as 
possible. 

(b) The widest possible freedom in the matter of choice of taxes and 
the fixing of rates should bo given to the smallest of these tax jurisdictions. 
The narrower the limits of the tax jurisdiction, the more clearly are the 
benefits of the expenditure of a tax realised, and the greater therefore is the 
willingness of the people to submit to further taxation. 

The village panchayat in this Presidency has this freedom under the law 
and I attach for the information of the Committee a list of the taxes and fees 
which on the intiative of panchas'ats have been sanctioned and are being 
levied in panchayat areas. 

26. jMj’ answei’s to the Committee’s questions Imaring on local taxation 
are herewith appended and t desire only to add that such views as I have 
given expression to either in this memorandum or in the answer to the 
questionnaire are my own and are not put forward ns representing those of 
the Ministry to which for the time being I happen to be attached. 


Q. 108. — ^Thc ‘usual’ classification of sermces administered by local 
authorities into national or onerous and local or beneficial will not stand 
examination. A service which is both national and onerous should, properly 
speaking, be within the jurisdiction of the State and not of the local autho- 
rity. If, for convenience sake, its administration is entrusted to a local 
authority, it does not and .should not follow that the financing of the ex- 
penditure thereon .should bo met out of local resources. In such a case, biie 
local autlioritj' would really bo acting as the agent of the Central Govern- 
ment, and the principal should obviously put the agent in funds for dis- 
charging his functions. The maintenance of trunk roads is in this jirovince 
the outstanding illu.stration of such an agency function. 

From the standpoint of the relationship of the rate-payer towards the 
tax-payor in respect of the financing of the services ordinarily administered 
by local authorities, such services are, with less objection, classified into — 

(a) semi-national, or those the expenditure on which ought to be 
shared between the rate-payer and tax-paj'er; and 

(b) local, or those the expenditure on which ought to bo wholly borne 
by the rate-payer. 

These two classes arc, in the ultimate, not mutually exclusive, for it 
is possible to hold the view that there is no service administered by a local 
authority in which the nation is not, at least in a I'omote or indirect waj’, 
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interested. Tiie classification is useful for certain purposes and is based 
upon the relative emphasis jilaced upon the nation’s interest in the local 
administration of particular services. 

A local authority has thus to find resources for meeting 
(i) its share of the cost of semi-national services^ and 
(li) the whole of the expenditure on local services. 

Both semi-national and local services are beneficial to the_ locality and 
the citizens residing therein. In the case of some of them, it is possible to 
measure approximately the benefit conferred on individual citizens ; in the 
case of others, this is not possible. In other words, tho_ exiienditure of a 
local authority — ivhether on a semi-national or a local service — ^may be classi- 
fied into — 

(i) that which confers a special measurable benefit on the individual, 
for which a price .should be charged on the individual benefited ; and 

(ii) that which confers a benefit collectively on all citizens in a parti- 
cular locality — rather than a benefit on individuals taken separatolj' — ^in 
which case the I 0 V 3 ’ of a tax would be jirstified. 

The foregoing considerations are .sufficient to indicate that it is not 
possible to agree that the main criterion in local taxation is (a) that for 
semi-nafionaJ services the rate-paj'cr should contribute in accordance with 
his ability to pay, or (b) that for local services ho should contribute in 
accordance with the measure of the honefits derived by him. 

It maj', however, bo conceded that, whore an individual definitolj' bene- 
fits from a service and benefit is measurable, the charging of a fee or price 
should bo preferred to the levy of a tax based on ability to pay. 

Elementary education is a semi-national service. The cost of educating 
each pupil can be ascertained and the benefit derived by the individual can 
thus bo measured. But the national aspect of this service is everj’whero ac- 
knowledged to bo even more important than the individual, and it would there- 
fore bo both wrong in principle and impracticable from a financial point 
of view, if we proceeded to recover the whole cost of this sendee from the 
persons benefited. The most equitable method of financing this servieo 
would be to recover part of its cost from tlio general tax-paj’er, part from 
the general rate-payer, and the balance — liowever small it may be — from the 
individual benefited. 

Scavenging is a local service. But, wliilo public conservancj’ — ^the 
scavenging of roads, streets and public places — should bo a charge on flic 
rate-pa.ver in general, private scavenging is legitimately financed out of a 
fee graduated according to the benefit derived. 

Lighting similarly is a local service. But, while public lighting is a 
legitimate burden on tlio rato-paj’or, -tho lighting of individual houses should 
be charged for according to benefit derived. 

It is unnecessary to cite more examples. But before concluding the 
answer to this rxuestion, it seems necessary to draw attention to two points. 

The first is that taxation is not the only method open to a local body 
for financing expenditure whether on a local or on a semi-national 
service. 

The second is that, where expenditure on a service has to be met out 
of general funds, it is not always necessary that a now tax should be 
imposed or that that tax should be based on the abilitj’ to pay theorj’. An 
increase in the rate of tolls or a revision of the rates of market or license 
fees might suffice for the purpose. 

Per contra, the charging of a price or fee for measurable benefits may 
sometime be avoided, wliere money already being raised on tho ability 
to iiay theory renders the levj* of such a price or fee unnecessnrj’. 

Q. 107.— Local bodies should be given a wider range of resources to 
choose from, than is given in Schedule II to tho Scheduled Taxes Rules. 

I Tvould siiggest the transfer of the following items from Schedule I to 
Schedule II of these rules; — 

(a) 3. A 1ax on any form of betting or gambling permitted by law, 

(b) 4. A tax on advertisements. 

(c) 0 . A tax on amusements. 
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In Scliodulo II — 

(a) Item 8 should road "a torniiiial tax on specified goods imported 
into or exported from n local area bj' sea or rail or on passengers leaving 
such area by sea or rail” j and 

(b) the folloiving should bo adcleil as items 12 and 13: — 

‘‘12. Local additions to all items of provincial revenue. 

13. A local addition to income-tax.” 

There is no need to make the levy of any specified tax imperative. It 
is sniTicient that certain services are made obligatory and that poivers arc 
taken to enforce attention to them in case of default," such poivers including 
one to levy snch taxes as may be necessary for discharging the functions 
neglected. 

Q. 108. — In this province, municipal councils and local boards have not 
been levying on octroi on the lines prevalent in Nortlicrn India. But what 
IS in the nature of an octroi is still levied informally in many villages for 
meeting common expenditure, and under Section 2G (2) of tlio Jladras Vil- 
lage Panchayat Act, the levy of these has boon sanctioned under tlie law in 
certain panchayat areas. 

The house tax (property tax) is quite familiar in municipal and union 
areas; and though priina facie unpopular in i>on-union rural areas, is 
slowly making its appearance in village panchayat areas .also. 

The expression ‘‘satisfactory from an economic point of view” is vague 
and oi)ons up a wide field for contior’er.sy. As measures cif ability to pay, 
serious objections can bo levelled against the manner in which the two taxes 
referred to above, are levied. Wo have however como to bo quito at home 
with them, and it is hardly worth while contemplating^ the contingency 
of our abandoning them. Our efforts .should rather bo directed towards a 
gradual removal of the objections that from the standpoint of economic 
theory could be urged against the present methods of levy. 

The taxation of land in this countiy whether by tlio Provincial Govern- 
ment or by local authorities is in an anomalous position. It requires a 
thorough romotlolling, 

Q. 109. — The prejudice against octroi is largely due to the administra- 
tive difficulties that attend its levy. Where these imperfections and evasions 
are inevitable and are likely to be on a largo scale, as in towns with a large 
population or in regional areas, ingress into and cgrc.ss from which cannot 
bo controlled with .anything like ofliciency, the lax stands condemned. But 
whore in a comjiact area such ns a village these imperfeetions and evasions 
are reduced to the minimum, it is a very lucralivo source of local revenue. 
The village iiuiJiimai is in several p.arls of the presidency a familiar levy 
on various articles of consumiition .and export. Tlie rates are fixed by tlie 
panchayat for each article and the right to cnllocl these is leased out in 
public auction to the highest bidder. 

Panchayats generally prefer the imposition of an octroi on the sale and 
export of produce raised in the village to a duty on tlie import of articles 
required for consumption in the village. 'I’lio economic motive at the back 
of this preference is obvious. What is available for sale and export is, 
generally speaking, what remains after adequate provision has been made 
for consumption in the village. And the duty is paid in the fir.st instance 

by an outsider. The tax is usually so much per band}’ load or other specified 

quantity, and being gouerally an insignificant percentage of the value of the 
article on yhich it is levied, is wiTlingly paid, and its offeet on prices is 
negligible. 

While I consider octrois unsuited for municipalities and local boards, 
they are, in my opinion, well .suited for village pa'nchayats, and will be, 
in their case, in keeping with custom, which in many villages has come 
down to the present day. 

Q. 111. — ^Both district boards and municipal councils in this province 
depend a great deal on their toll revenue, and \intil the revenue from tolls 

can be replaced otherwise, neither of these can afford to foi-ego tolls. This, 

of course, is on the assumption, so far as district boards arc concerned, that 
there is to be no readjustment of functions and finances among the differ- 
ent units of local self-government In rural areas. The minimum limits of 



distance betireen one toll-gate and another— viz., 20 miles between one clis- 
SLXoaxd late and anotlier, and. 10 miles between a district-board gate 
and a municipal gate — seem all right. 

O. 112. — There is nothing wrong in levying the house tax in unions and 
the propertv tax in municipalities on the owner. In the long run, ai 
other things being equal, he does successfully shift the tax on to the occu- 
pier, if he is a different person. This shifting may not happen at once in 
the cases of tenancies for terms, where the owner has not reserved ms i ig it 
to increase the rent during the term in consequence of enhancements o. 
tax. Such temporary obstacles to .shifting are inevitable in the case ol any 


tax. 

' The case of land cess is hoivever somewhat different. And the law has, 
in view of the land tenures prevalent in this province, made due provision 
for shifting the burden of the tax. The landholder is liable in the nist 
instance for paying the Government the whole of the cess, but he is given 
the right to recover one-half of the cess from the tenant, and where there 
are intermediate landholders sharing the melwaram right with the land- 
holder, the latter is given the right to recover from them a share or the 
half (of the cess) which falls on the melwaram holder (Section 88 of the 
Madras Local Boards Act). 


Q. 113. — ^There is no limit placed on the rate of the propei-ty tax in 

municipal areas or on the rate of the house tax in union areas. 

The question whether a limit should exist as regards the land cess is 

one of importance. Land in this country is heavily taxed for general pur- 

poses. AVhen the State is .so largely dependant, as it is in this province, 
on the taxation of land, it is correct in principle to fix a maximum on a 
local addition to such taxation. There is a case for raising the niaxinium 
rate of land cess, but it is difficult to justify the removal of the ma-Kimura 
altogether. 

The removal of the maxima in the case of the land cess, under existing 
circumstances, will lesson the incentive for exploring other forms of tax or 
non-tax revenue, and will, bj' the mere ease with which an increased land 
cess can be levied and collected, tend to overburden a source alreadj' heavily 
taxed. 

Q. 114. — In Madras city, any land or building whose annual value is 
less than Es. 18 is absolutely exempt; the Municipal Council has, however, 
discretion to grant, exemption up to Es, 36. Under the District Munici- 
palities Act, there is no statutory exemption at all; the Municipal Council 
can, howei'er, exempt up to Es. fS. Not even this discretion is specifically 
allowed in union areas in the case of the tax on houses. But, legally speak- 
ing, exemptions can be allowed for classes of houses by the taluk board on. 
the ground of poverty, and presumably, in the exercise of its powers under 
Section 105 of the Madras Local Boards Act, there is nothing preventing the 
taluk board from exempting houses, with an annual value of such amount as 
it mas’’ fix, from liability to the house tax. 


The exemption is rather a curious one. It is subject to the condition 
that the owner of the property does not own any other projiertj' assessed to 
property tax and is not liable to companies, profession or income-tax — 
presumably in the same municipality. The exemption is thus intended to 
have reference to the taxable capacity of the owner to pay the tax. It will 
be economically justifiable only in cases where the owner lives in his own 
building and does not own any other in the same municipality. Where on 
the other hand, such a hou.se is let and the occupier can afford to pay 
the tax wdien shifted on to him, the justification for the exemption is taken 
away. Ihe property or house tax jias reference to the annual value of 

The exeniptions are, in my opinion, based on wrong priiicinles. 'Plio 
axes are patd hy persons though they may be imposed on things. Exeinn- 

”®edod, should therefore be based on the income of the owners 
and not on the annual value of the house. owners, 

Q. 115. — I would invito the attention of the ^ c 

Chapter p of the Eeport. of the Financial Delations cSmSfttee S) 
scheme, the outlines of wfiicli are .stated in paragraph 182 of that report, Si 
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cirami up b 5 - me, and, while I am now not wedded to ever 3 ' detail of it, jt 
seems to me that the polic 5 ' for taxing land in urban areas should follow in 
the main the lines suggested in that paragraph. 

Q. 116. — It is not clear what a manufacturing tax on cotton means- 

The experience in this province as regards the suitabilitj' for municipal 
purposes of a profession tax has been quite satisfactoiy. The tax has been a 
failure in local board areas owing largely to difficulties of administration. 
It has made its appearance in manj' panchayat areas and will, I expect, be 
a success therein. The administrative difficulties that face a taluk board 
in assessing and collecting the tax do not exist where the unit for assessment 
purposes is narrowed down to the limits of a village. 

The experience of the tax on companies introduced bj' the Act of 1920 
has, however, not been quite happj', esiiecially in local board and municipal 
areas outside Madras citj’. The causes of dissatisfaction are the basis of the 
tax — viz., paid-up capital and the assessment of every branch of a. company 
on the total paid-up capital of the whole companj'. The question of remedj’- 
ing these is now under the consideration of the Madras Government. Busi- 
ness turnover was suggested as a basis for the tax in the Amending Bill 
introduced in 1923, but this also lias been justlj' attacked from many quaiters. 
The basis likely to be decided on iinall.y is income. 

In respect of the profession tax, the present scale of taxation required 
some overhauling in the interests of progressive graduation. 

In regard to both companies and profession taxes, it is necessarj’ thar, 
with a view to avoid administratii'e conflict, to economise charges of col- 
lection and to improv'd the officiencj*^ thereof, the local rate should preferably 
be imposed as an addition to the income-tax in the case of incomes liable to 
income-tax. 

Q. 117. — The principles which .should govern the paj’inent to local bodies 
of grants from provincial funds were examined by the Financial Relations 
Committee of 1920, and their recommendations were accepted by the Local 
Government. The principles are enunciated in G.O. No. 493, Finance, dated 
11th Maj' 1921, and are as follows: — 

(1) that grants should ordinarily be made for specific services and Jiot 
in aid of the general resources of local bodies; 

(2) (a) that Government aid to local bodies should be confined to cer- 
tain services which are semi-national in cliaracter; 

(b) that the aid may take the shape of the central administration 
of a service or part of a service (in which case the whole cost of such 
administration will be borne from provincial funds) or of a payment to the 
local bods' of the cost or part of the cost of administering the service; 

(c) that the Government wdll determine from time to time what 
services are to bo regarded as semi-national and which of them should bo 
contrallj" administered. 

(d) that exceptions to the above general rule in (1) above are 
admissible in the case of especialh' poor local bodies, pilgrim centres and 
sanitaria. 

Q. 118. — The local stimulus is gronung in volume and effectiveness every 
day. We have got to remember that too much Government supervision and 
interference in the past retarded the growth and consolidation of public 
opinion in demanding a standard of efficiencj'. 

Government supervision of services partl,y or wholly financed out of 
l)rovincial funds has to be effective but, if local self-government is to h.ave 
any meaning, .should be confined to the scrutinj' of broad results and shoidd 
not tend towards meticulous interference in details. 

The case lor Government supervision of such services rests not so much 
on the ijresence or absence of a sufficient local stimulus to ensure officiencj’ 
as on the duty of the Stale executive towards the general tax-paj'er. The 
expenditure on a semi-national service is met partlj' out of funds derived 
from the general tax-payer, and the executive responsible to his representa- 
tives in the Legislative Council is bound to ensure that the money voted 
has been put to good use. Local stimulus is necessary for safeguarding the 
interests of the local rate-payer; even where it is present in full measure. 
Government supeiwision of the administration by local bodies of semi- 
national^ services will bo necessary for safeguarding the interests of the 



Q. 160.— In the ease of regional bodies, such, as a district ’ 

it cannot he contended that they should pnniarily relj upon ^ 
reforrable to the principle of. benefits. The statement made -, 1 ^ 

is of maximum application in the case of local bodies like t -mnnicinal 
jurisdiction of a. most limited character. It is not inapplicable to municipdl 

or union areas in this province. 

O. 161.— It is not satisfactory because, being so dependent, on land 
revenue, it is inelastic. The local tax will be more satisfactory if, instead 
of being a surcharge on the provincial tax, it. were levied on the subject o* 
the provincial tax as an addition thereto. This however will.not be reas.ible 
until land taxation for provincial puriioses is placed on a scienfniic loocing. 
TJio principle of placing a limit on surcharges, on, or additions to, tue pro- 
vincial tax is sound, but the limit should be high enough to ensure elasticity 
in local resources. - 


I would, however, add that, while such a limit is necessary in the case 
of local bodies having regional jurisdiction, it is neither nece^ary nor. wise 
to impose a statutory maximum of the kind in the ease of bodies like village 
panchayats. 


Qs. 167 and 171. — Human nature being what it is, it is unwise in any 
country to entrust the work of assessing local taxes to persons who have 
to keep their electorates in good humour or persons, whose appointment, 
promotion and dismissal are entirely at the mercy of such persons. Further, 
the work of assessment is too important and difficult to be left in the hands 
of honorai'y, untrained agencies, naturallj'^ inclined to use the opportunity 
afforded by a I'evision of assessments to strengthen their hold on the elec- 
torate in view of the next election. It ought to be in the hands of a trained 
agency appointed and punishable by Government and paid well enough to 
bo above temptation. The more local bodies come to rely primarily on 
additions to the provincial tax, the less will be 'their need for employing a 
separate assessing agency; for the assessments made for provincial purposes 
will have to be followed for local taxation also. 


So far as rural areas are concerned, the. work of assessment should be 
done by the Land llevenue staff wh'ich is eminently suited for this purpose. 
Even the existing companies and profession taxes in rural areas should bo 
assessed by that staff. 

In the case of municipalities which can afford it, an officer of tlie 
status of a Deputy Collector lent by Government should be employed for the 
purpose. In the case of others, I' would suggest the lending of such an 
officer for doing the work for a group of two, three or four municipalities. 
There should be a provincial service of these assessing Depxity Collectors. 
They will pass orders on revision petitions presented to themselves but 
appeals from their decisions on such petitions may lie to the Council, pro- 
vided that, if the assessing officer is dissatisfied with the Council’s decision, 
he may refer the matter to the court, whose decision should be final for the 
period for which the assessment is made. 


Mr. Gopalaswami Ayyangar gave oral evidence as follows 

Madras^? Hegistrar-General of Panchayats, 

A. — ^Yes. 

Q- ^Prior to that you were Inspector of local bodies.? 

A.— I still continue to do this work also. 

Q-.TrThpre is one preliminary question to ask you. You 
am- P”'>Hc finance to proSkee ra 

Sle^Jwithonf and its accord with economic princi- 

that? ” academic 'and unreal air”. YTiy do yon think 
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what respects it is defective”. We cannot arrive at any proper distribu- 
tion of resources unless we also consider the question of distribution of 
expenditure. After all, adequacy of taxation is relative to the needs of 
the particular authorities. 

Sir Percy Thompson. Q. — Surelj' you know the resijcctive functions of 
the Central and Local Governments P 

A. — Yes, as they are. 

Q. — Do jmu mean to saj’ that there should be a wider enquiry? 

A.— Unless we take it for granted that the jn’esent distribution would 
go on as it is. Then on that basis we can distribute the resources. 
You are asked now to recommend the theoretically correct distribution 
of taxes. I say the terms of i-eference have not made the point clear. 

The President. Q. — I think that some of your panchayats are actually 

levying taxes amounting to 20 per cent on the land revenue. You say, 

“A pretty stiff extra burden on land ivould be willingly submitted to, 
if the function is decentralized to a village authority and the money 
raised by that authoritj' is spent in the village itself”. Is that figure, 
20 per cent of the land revenue, correct? 

A. — Yes, in cases. If you look at the schedule of taxes, whose levy has 
been sanctioned in the panchayat areas, you will find in the Tanjore district 
a number of levies on land. If you value all these levies in money, you 
would probably get to 2 or 2^ rupees an acre. 

Q. — ^All these new taxes have been imijosed since you took over the 
j)aiichayats ? 

A. — ^I think many of them existed already in an informal way. 

Br. Ilyder. Q. — I was going to ask you about the estimate of crops. 

I take it that these estimates of crops are made by the village officers, 

namely, the karnams; I think he knows something of the land as it is 
his main business. If he pei-forms his function, I do not think he is so 
ignorant as not to be able to get the correct outturn . 

A. — I can only speak from the experience I had as a Divisional Officer 
having had to check these outturns during the inspection of fields-ycf 
course it is about six or seven years old — ^my distinct recollection is that 
most of these estimates were unreliable. I do not convict him of want of 
intelligence, but I do say that he is always veiy careless. 

The President. Q. — You had some graduate harnams,' I think? 

A. — I think we had one or two stray men. 

Br. Paranjpye. Q. — You mean to say that you cannot educate them 
to work honestly? ^ 

A. — ^Well, you might put it in that way if you like. I should add 
it is rather diffiicult to estimate the correct outturn. For instance, if 
you have leases in the village, where the lessor and the lessee differ, the 
usual practice for them is to choose five or six prominent ryots in the 
village and all of them participate in the work of estimating the out- 
turn. It is not easy to say what the outturn is. 

The President. Q. — ^In the course of your reifiy to Q. 7, you say that 
it is the tax resources of the Central Government and not those of the 
Provincial Governments that ought to be scheduled. Can you give me 
anj" instance of a country which has adopted that plan? 

A. — Not exactlj' to that extent. In the case of the United States, _I 
think the resources of the Central Government were reserved. This is 
rather putting it in an extreme sense, viz., that the residuary powers 
should be given over to the Provincial Governments, but I should be 
quite satisfied if the field was left free for both the Central and Pro- 
vincial Governments, the resources of the Central Government alone being 
reserved. 

Q. — Actually, hasn’t the Central Government in this country given up 
to the Provincial Governments a good deal more than States usually 
reserve to themselves when they ereate federal Governments? 

A. — ^That is so, if we take the I’esources at the time of the inception 
of the Reforms. 

Q- — The Provincial Governments have more power for taxation than 
the separate States in several federations. 


A.— I don’t kno^y, because the resources that have been left to the Pro- 
vincial Governments here are very inelastic ; you cannot develop tneni. 

Sir Fercy Thompson. Q.— Suppose you have both the Central Govern- 
ment and the Proi'incial Governments operating in the same nelds or 
taxation: e.g., in Australia, the levy of both a_ federal and a State incmme- 
tax ivas found to work out very badly in practice. They appointed a Com- 
mission in 1921 and although they did not agree as to the remedy to be 
proposed, the existing system ivas condemned unanimously. 

A. — The question is really one of adequacy. Supposing it ivere not 
possible to make income-tax entirely central or provincial 'vyitli reference 
to the needs of the tivo, it may bo a necessary evil, but it has got to 
be faced. The ideal system ivould be segregation of resources j I don t 
know if it is feasible. 

Dr. Paranjpyc. Q. — What do you think ivould be the proper business 
of the Govornmenr ol India under a federal S5'^stem? Do you think that 
the Central authority should have the residuary poivers or that the PrO' 
yineial Governments should have them, both of administration and taxa- 
tion ? 

A. — I have stated my view that the r^iduary powers, both of adminis- 
tration and taxation, should be with Provincial Governments. 

Q. — Don’t you think that such a system will tend to destroy the gi’ow- 
ing feeling of solidarity in different parts of the country? 

A. — I don’t think so. 

Q. — Each province will tend to diverge more and more, from the 
model. 

A. — Tvith provinces of the dimensions we have in this countiy, I do 
not think we need contemplate that as a contingency. 

Dr. Hydcr. Q. — When the finances of the Central Government are 
strictly limited, and money is required for, say, a Frontier expedition, 
would people down in the south realize the necessity of undertaking such 
expenditure ? 

A. — I suppose that if the Central Government imposes a tax, they are 
not going to differentiate between one province and another: It will only 
be a case of all-India taxation. 


Q. — The urgency of the expenditure might not be realized by provinces 
which do not lie near the scene of operations. 

A. — But it is the Central Government that will have to find the 
expenses for such an expedition. 

Sir Percy Thompson. Q. — ^In paragraph 10 of your statement you 
suggest that income-tax should be mainly provincialised. You say 
‘T do not consider that the administrative objections to making income- 
tax provincial or the other objections based on the fear of multiple tax- 
ation as between different provinces on the same income are by any means 
insuperable.” Could you tell us how 3-011 would get over the clifficultv 
of multiple taxation? 

A.— The first question that we shall have to decide in regard to income- 
tax will be as to who will be the authority to assess it. I have said 
that super-tax should remain with the Central Government, ordinary 
income-tax alone being provincialised. There would be need for a common 
law, which will bo applicable to the whole of India, to determine the 
general principles of ascertaining and assessing incomes. 


,. Q-—Would you kindly say how you are going to avoid double taxa- 
tion of income? Talre. for instance, income derived from Bombay but 
enjos'ed 111 the Central Provinces. 

, A.— -It will have to be a case of dhnsion of tho income between the 
two provinces and we shall have to legislate for that. Some portion of 
the income ivill ha\e to go to the province where the man eniovs the 

STrlved «"eome 


adjustment is going to be terribly difficult in each indi- 
A.— There will have to be some sort of practical solution. 
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Q. — ^Why shouldn’t yoii haA^e the tax collected by the Central Govern- 
ment and divide it between the various provinces? 

A. — That is an alternative AA'hich can be considered. 

Q. — ^^’’ould you say that it is right that both the Central Government 
and the ProAuncial Governments should have an interest in an expand- 
ing tax like the income-tax and that it should bo cpllected by the Central 
Government and a proportion of the proceeds divided between the proA'inces? 

A. — ^The difficulty I felt in regard to making income-tax altogether 
central is the fact that 1 am later on suggesting that agricultural incomes 
should also bo taxed. Wo shall requii-e for that purpose all the land revenue 
machinery that avo have at present, AA-hich is entirely provincial, and it Avill 
bo a question for consideration AA-hcther on the balance of adA-antages it is 
not more coiiA'onient that the Provincial Government should bo the assess- 
ing authority. 

Q. — I can’t see hoAv you arc going to get oA'er the difficulty, 

A. — The only idea I can suggest is that avo .should have legislation 
for meotiiAg such cases. A proportion of the income realized should .go 
to the place of residence, and a proportion to the place from AA-hich tlie income 
is derived. 

Q. — Sxipposo you have a company in Bombay Avith share AA-arrants to 
bearer: the dividends declared are taxed, but the man can take his 
coupon and get it ca.shed through a bank. Hoav do you know Avhero it 
is cashed? 

A. — I suppose that some sort of enquiries Avill hnA’o to be made by 
the income-tax assessing officer. 

Q. — What enquiries? 

A. — We ought to give it to the place where the share Avarrant is 
presented. 

Q. — That is no indication. 

A. — ^Wo can only attempt a practical solution of these things. If it 
is impossible to arriA'o at the exact location of the income, aa-o shall have to 
take it at the place Avhcre it is actually realized. 

Q. — I put it to you that something of that sort is done to meet the 
question of double taxation bctAA-eon Great Britain and the colonies in- 
cluding India. I know from experience that this is one of the most 
complicated part of the income-tax arrangements in the United Kingdom. 
It is not so complicated in India, because it is only in veiy rare cases that 
India has to pay money. The bulk of the loss is borne by the British 
exchequer. Think of it with nine different piovinccs and applications to 
tAAo authorities to adjAist. A resident in the Central Provinces AA'ould liaA'o 
to deal Avith both the Central Prvoinces and Bombay Governments. 

A. — I grant that it Avill be a difficult matter: but I do not think 
that at present the number of incomes that aaIH come under that mte- 
gory Avill form the bulk of income-tax assessments in this countrj’. The 
bulk of it Avill bo purely provincial. 

The President. Q. — Lot u.s carry your proposal a little further: yon 
in-oposo to giA'c the Government of India only super-tax. Hoav Avould it be 
to give the Government of India the taxes on inter-provincial incomes and 
to leaA-e to the provinces the tax on incomes derived entirely AA'ithin their 
limits? 

A. — That requires working out: it is certainly an idea Avorth investiga- 
tion. 

Dr. Paranjpiic. Q. — About your scheme of provincializing iiAcome-tax, 
do you contemplate different provinces IcA-ying income-tax at different rates? 

A. — Certainly. , 

Q. — ^You Avill only luiA'e common legislation about the method of assess- 
ment, but not about the actual rates of assc.ssment? 

, A.— Yes. 

Q. — ^It Avovild moan a big interference Avith business, because a busi- 
ness would haA^e its nominal office in a province Avliere the rate is lowest. 

A. — ^Yes : I dare saj’ that there may be exceptional cases of that sort, 
bAxt I do not think aa'o can eliminate exceptional cases from any system. 
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Q. — Several companies vliich had formerly their head othces in England 
are motf transferring thejn to India in oi'der to get relief from income-tax. 

A.— Yes. 

Q. — It .will bo more so when we have nine different possibilities. 

A. — ^That assumes that there is going to be a very large number of cases 
of that sort. 

Sii' Percy Thompson. Q. — the policy of industrialization in India is 
started, yoti will get the position more and more complicated as time goes 
on. 

A. — That might be so : we have got to take account of the fact that 
once yon include agricultural incomes under income-tax, that and the purely 
provincial industrial incomes will bulk .much more largely in income-tax 
returns than the cases you are thinking of. 

The President. Q. — ^Do 3 'ou think the exemption minimum could be 
reduced very considerablj-? 

A.— Yes. 

Q. — ^\Vouldn’t that cost more? 

A. — The reduction of the minirnum had reference 1o the other sug- 
gestion that we should include agricultural incomes. \\Tien jmu reduce 
it in the case of agricultural incomes, I think it is onlj' just that jmu 
should reduce it in the case of other incomes. 

Sir Percy Thompson. Q. — In one province it was estimated that if you 
reduce the limit of exemption f]-om Rs. 2,000 to Rs. 1,000, the cost of 
administration would be just about double and the j’ield about lo or 16 
per cent more. 

A. — ^That is arguing on the present machinery for income-tax assess- 
ments. 

Q, — Don’t you admit that the present machinery for income-tax assess- 
ments is better than the old machinery? 

A. — 1 don’t know: the law is certainly very much bettor, but T don’t 
know if the present law with the old machinery would not Imve done 
eqnallj' well. 

Q. — think you are the only witncs.s who has put that view before us; 
all witnesses have stated that the machinerj* is now more elRcient than it 
was before. 

A. — ^That is putting it purely on an a ^mori con.sideration, because 
the machiner.y is dinployed only on income-tax workj whereas the old machi- 
nery was part-time. I rather contemplate the contingency that the regular 
land revenue staff will do the assessment in the future also. 

Q. — ^Would j'ou have those dual functions which caused inefficiency 
in the past? 

A. — In the old days the land revenue staff were doing very much 
more than thej* do now. 

Q. — ^Also, was it not the case that the inefficiency of the past was more 
marked in the case of large and complicated commercial undertakings? In 
dealing with men with incomes between Rs. 500 and Rs. 1,000 and between 
-Rs. -1,000 and Rs. ■ 2,000, no great amount of specialized knowledge is 
required. 

A. — ^That is so. 

Dr. Jlydcr. Q. — ^The old machiner,v had this advantage, that the officers 
were very much in touch with the people. 

A.— Yes. 

Dr. Paranjpye. Q. — Do j'ou think that thhir inefficiency was due to 
the fact that they had magisterial powers? 

. A. — ^Their inefficiency was partly due to the fact that they had to do 
magisterial work also. 

The President. Q. — Actually, how long is it since tahsildars in this 
Presidency have done anj' actual magisterial work? 

A. — ^It is at least a generation since -Elioy had anything to do witl) 
piagisterial work. 

vn— f? 
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The Maharajadhiraja Jiahadvr 0 / Biirdwan. Q. — Paragraphs 13 and 14: 
you say that land rovcnno iiroxier is a tax, and* I take it that yon look 
upon land revenue as a tax instead of a rent? 

A— Yes. 

Q. — Yon also say that it is a very had tax and that “the rate is so 
heavy and the methods of levy so indefensible that people have taken 
refuge in designating it a rent”. IVould you explain Avhat you mean by 
this P 

A. — ^Land revenue is at present really a tax on agricultural income, 
and the theory is that half the net is the land revenue assessment. I am 
only speaking of the theory, it may ho a little loss actually. But_ if you 
judge it by the jirinciples which should apply to the taxation of incomes 
from other sources, it should he conceded at once that it is a vorj' heavj- 
tax. To take half ulie net income of an individual or anj'thing near half 
the net income is certainly indefensible. With regard to the methods of 
levy, the usual thing done in ryotwari areas is to carrj’ otit resettle- 
ments at intervals of thirty years, and these resettlements are made attar 
very careful enquiries: hut if wo analyse the materials on which resettle- 
ments are based, we .shall find that Settlement Oflicers and Governments are 
unable to fix their recommendations or their orders iipon any principle or 
economic theory ; sometimes, it is a case really of basing it upon aii increase 
in ijrices for a number of average years. They try to support this by the 
variations in the jirico of land and the rents that are obtained hj' le.ssoi-s 
from lessees: then there is a general enquiry into economic conditions and 
various kinds of statistics ; there is really no definite principle on which the 
actual income of the individual is ascertained. 3’ho whole tract is examined 
and a good deal of thought and labour .spent upon it, hut when you leiY 
an income-tax and that tax has to relate to taxable capacity, there ought 
to he some methods by which you can ascertain the income. 

Q. — In view of that, you .suggest in paragraph 14 that land revenue as 
at present assessed .should he replaced by (a) a tax on the capital value of 
the land, and (h) a tax on agricultural incomes. In the next sentence 
you say that '‘neither of these by itself could replace land revenue or he 
justified on considerations of equity or principle”. Your _ undorlving idea 
is that the present system of land revenue should ho abolished altogether? 

A. — Yes, and that it .should he replaced by these two. 

Q. — You would take a tax on the capital value of land, and after doing 
it you would still tax agricultural incomes? 

A. — Yes. 

Sir Perci/ Thomjixnii. Q. — In the Punjab, there is a vast quantity of 
waste land which is not used for any purpose. It had owners; when the 
Punjab Government applied an irrigation scheme to it, 75 per cent of this 
land was given up to the State. I'hc land was sold by auction subject to 
land revenue : was that a tax or a rent? 

A. — I suppose that the purchascr.s got full rights in the land. I should 
interpret the words ‘subject to land revenue’ to mean ‘.subject to any tax 
which the Government may impose’. 

Q. — Under order 21 of the ground-rent rules, you will see that Govern- 
ment lands in towns are sold at something approaching a rack-rent. 

A.— Yes. 

Q. — ^They are sold by auction : is the ground rent which is put on, a tax 
or a rent ? 

A. — At present it is treated as a rent. 

Q. — How does that differ from the case of the Punjab? 

A. — It all depends upon the rights of the man who buys the land. 

Q. — Both have the same rights. 

A. — The only light that is I’cserved by the State is to impose a burden 
on the land. 

Q. — ^Wliat they have done in both cases is to reserve a variable rent, a 
rent which is liable to revision every thirty years. It is purely a voluntary 
arrangement between the purchaser and the State: ho buys it for so much 
and agrees to pay so much per annum for it. Do you call that a tax? 

A. — ^If it is open to the nihn who purchases the land to have' anj’’ voice 
in the determination of the rent it would approximate to rent. But if it is 
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a compulsoi'y lev 3 ’ by the State, whatever maj’’ he the verbal transaction that 
may have taken place, in essence it is a burden which the State imposes bj' 
virtue of its sovereign power. 

Q. — Suppose I have some land and I say that the rent of this land is 
Rs. 100 : jmu come along and say that j’ou would take it fob Rs. 100 ; _ is 
that a rent or a tax? You have no voice in determining what the rent is? 

A.' — ^The whole point is whether the State will have the right to revise 
these things without reference to the lessee. 

Q. — ^If it is a fixed sinn in perpetuity without being liable to revision, 
then is it a rent? 

A.— It is merely a case of contract, and it is a question whether the 

State is bound not to alter the arrangement at all. 

Dr. Paranjpue. Q. — Suppose the State has made a contract like this : 
that the man pa 5 's so much ijrice and so much land revenue for the next 

thirty years and it is stipulated that the land revenue may be increased 

by, saj', not more than 30 per cent every thirtj' jmars; would that be a 
rent or a tax? 

A. — I am only exi)laining the theoiy of the ground rent to which 
Sir Percy Thompson referred. 

Q. — ^Take the case of the Punjab land, for instance. 

A. — It is an analogous case. The State has got certain land to dispose 
of. Wlien it lets a man into possession of it, it gives liim all the rights 
to the property. It has got to determine the tax that it will levy on that 
land. Oil the theory' so far in vogue, his burden is considered to be 
equivalent to, let us saj', 4 per cent of the assumed capital value. The State 
is not able to ascertain the capital value at the moment accurately. So it 
proposes to divide this tax between a premium through sale and annual 
payments thereafter. It fixes a certain ground rent and subject to that 
ground rent it sells the land. It only amounts to this : instead of taking 
the exact ground rent or tax, it proposes to take it partly in the shape of 
an annual tax and partly in the shape of an initial payment. 

Sir Percy Thompson. Q. — Which initial imj-ment is a tax? 

A. — It ought to be reckoned as a tax. If it was possible for you to 
fix accurately the amount of tax that j'ou should levy from the land, you 
would have done so_. Because you are not able to do so, you take it in 
the shape of a premium. 

Q. — Is it one of the attributes of a tax that jou do not get any direct 
benefit ? 

A. — Yes. 

Q. — ^Do you get any direct benefit from this iiayment of the sum per 
annum and this capital payment? 

A. —Yes. 

Q. — ^You get a direct benefit for j^our price when I .sell the land? 

A. — You are thinking of a case of sale? 

Q.^ — ^It does not matter whether it is a sale or lease. A lease of 93 
j'ears is recognised as equivalent to a sale. 

A. — The man occupies a certain piece of land, and the question is 
what tax the State should impose. 

Q.— 1 take the ^ case of a piece of land — State land — and suppo.se fhc 
State is going to dispose of it permanent lease. If it fixes the ground 
rent ijermanently then you saj* it is rent. On the other hand, suppose it 
says "this is not subject to a fixed ground rent; it is subject to a ground 
rent which varies with reference to the annual value” ; then you say it is a 
tax? 

A. — ^Yes. 

T/ie Maharajadhiraja Bahadur of Bxmhcan. Q. — At page 12 of the 
Rroceedings it is stated "An annual tax of 12 annas per acre of irrigated 
land in the village on eveiw mirasidar of such land”. "Wliat is this tax 
for? 

A. — For the silt clearing. Silt accumulates every j'ear in the channels 
and it has got to be removed. 



Q. — Forinorlj', was this cleared by tlic wirasidar liiinsclf? 

A. — Formerly also it was done in this way; only the urraugenient was 
informal and it is now regularized by the Panohayat Act. 

Q. — In some of the unions you seem to have a ta.K on families. Is it 
a direct poll tax? 

A. — No; it is really something akin to the tax on circumstances and 
property which is in vogue in Northern India. It is also more like the 
profession tax. 

Sir Perci/ Thomjison, Q. — Jn paragi-aph 15 you say ‘‘Irrigation facilities 
constitute an imi?rovemont, and a tax on capital value should, ns far .ns 
Ijossible.- exclude improvements”. Then at the end of paragrai^h 16 you 
say ‘‘Tlie additional value imparted to land by the provision of irriga- 
tion facilities should be laid xinder contribution through the tax on capital 
vahio”. 

A. — That has been altered. The last sentence of paragraph 16 has been 
omitted. 

Ur. Ujjdcr. Q. — Why should improvements be excluded? 

A. — Because the tax on capital value is really a lax on the uuimiu'ovcd 
value of the land. 

Q. — That is, you think that if you tax improvements, they won’t bo 
made ? 

A. — Yes. There is also a separate charge for water. But the improve- 
ments in respect of irrigation are all made by the State in a majority of the 
provinces. 

Sir Percy Thompson, Q. — Do yon know if it is possible to get at the 
uliiiuproved value ot all the land in India? 

A. — Approximately; 1 do not think it would bo in any way porfcclly 
accurate. 

The President. Q. — Are you proposing to attem])t to arrive at it 
retrospectively? How far back will you go to deduct the value of an im- 
provement ? 

A. — So tong as it constitutes an improvement. So long^ as the im- 
provement is there and is functioning, the value of that improvement 
should be deducted. 

Q. — It is rather difficult to discover whether imi)rovcmcuts have been 
made or not, especially whore land has been lovelted generations ago. 

A. — I do not think wo shall bo able to make any allowance for the 
lowering of levels in an old country like India. 

Sir Percy Thompson. Q. — ^^Vhy not, on your principle? 

A. — If it is possible for you to do it, you ought to do it. The theory 
requires that it should bo done. 

Q. — The fact merely shows that the scheme is impracticable. 

The President. Q. — Is it necessary to exclude improvements at all? 

A. — Yes; because the lax on capital value siiggested here is only one 
tax in a diversified system. It is not intended to take llu-ough that moans 
all that you can take out of laud. 

Dr. Punuiji)yc. Q. — Could you exempt imjn-ovements for a limited 
period of years? 

A. — A tax on capital value is really supposed to fall on pure economic 
rent, and .so long as there is any portion of iuqirovcniont left in the calcula- 
tion of site value, you will have to leave that out of account. 

Dr. Uyder. Q. — Then you mu.st go back to pre-Aryan times. 

The Presidoit. Q . — Can you give instances in which such a tax has 
been levied successfully? 

A. — can only refer you to some literature that I have read about 
New Zealand. 

Q- — Tho improvements there are mainly buildings. Is it not? - 

A. — T think even laying down permanent pastures is taken as im- 
provement in New Zealand. 
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Sir Percy Tlioiniison. Q. — Supposing yon sncceccl in ascertaining tliG 
capital value of the land, arc yon going to put on an nniforiii taxP Js it 
not unfair between an owner who has let his land on a competitive rent 
and an owner who, owing to the Tenancj’ Law of the province, has an 
occupancy tenant, who himself has hcnclicial occupation and is paying some- 
thing far less than the rack-rent? 

A. — ^If the tax on capital value was the only tax on land and we were 
taxing the landholders according to their taxable capacity, that argument 
would be sound. But what is Suggested here is that the tax on capital value 
should be very light. It is only one of the burdens on land. 

The President. Q. — Is your tax on capital value to be applied to per- 
manentlj’-settled areas ? 

A. — I think it is a verj' comjilicated question. I was not prepared to 
say anything definitely on the point. I thought it would bring in the 
question of the old covenants. 

Q. — You say it has reference to the ryotwari tract, so that there is 
no case in whidi the tenant has beneficial intei'est; in the ryotwari tract, 
there are no tenants who have occupancy rights? 

A.— No'. 

’ Q. — So that the question of beneficial interest won’t arise? 

A.— No. 

Pr. Paranjpyc. Q. — In the case mentioned by Sir Percy Thoinjisonj do 
you not do this — find out the capitalized value of the first oivner’s interest; 
then the caiiitalized value of the second intermediary owner’s interest; 
then the capitalized value of the sub-tenant’s interest and so on; and 
in that way take all the capitalized value? Aifd in the ryotwari tract, 
take it as one lump sum. In this way, can you not get the whole capitalized 
value ? 

A. — I do not know if all this elaboration is necessary so long as you look 
upon it as a light charge on laud. 

Q. — It is, only in order to compare incidence in the different provinces. 
If you are going to distribute the resources of the country between the 
different provinces on an equitable basis, wliat we have to say is that the 
capitalized value of Bengal is so and so; that of Madras is so much and so 
on. Now suppose it is expected that each of the provinces should charge 
•at 4 annas per cent on the capitalized value of the land. It need not tax 
it so, if it can find its income in any other way. At the same time, it is 
oxirected in ans" distribution of the resources between the differen-t pro- 
vinces that each province must get so much from the land. For that pui’- 
pose, .is it not necessary? 

A. — ^It w'ould be desirable; but I do not know if we can go into the 
question of the previous engagements. 

Q. — ^There are the engagements already; and aU that the province has 
to do is to find the other things. 

A. — I agree in theory. 

The President. Q. — ^As against the example of New Zealand, you could 
find a good many countries which have a property tax, but without the ele- 
ment of unimproved land, in addition to the income-tax. 

A. — ^Yes; the United States of America, for instance. 

Q. — You think it is inequitable? 

A.— -I would not say it is inequitable. But in that case we shall have 
to reconsider the question whether we should tack on to it this Lax on 
a:gricultural incomes. 

Pr. Paranjpye. Q.— The property tax in the United States had a pain- 
ful history. 

A. — ^Yes; it has been attacked on economic principles. 

Q. — From the administrative point of view, it is impossible to collect 

A'. — ^Yes. 

Sir Percy Thompson. Q.— In answer to Q. 106, you say “The usual 
classification of services administered by local authorities into national or* 
onerous .will not stand examination”. Then you classify them as ‘semi- 
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national’ and ‘local’. Ts it not ratlior a diatiiiction of words? Have j'ou 
borrowed tliat from the note In the Eoport of the Eoval Commission in 
1911? 

A. — ^I’hat has l)cen made part of the Madras litcratnre in any case. 

Q. — 'I'hat Boyal Commission adoi>tcd the classification from that given 
by the Royal Comirtission of 1901? 

A. — ^Yes. 

The Presideni. Q. — Covdd you give us oiio or two instances of local 
octrois ? 

A. — In page 12 of the Proceedings, j’ou find under Koviladi Village 
Panchayat — Item II — Jlahimai: Sale of paddj' for export — 

ns. A. r. 

(a) Per cart-load ... 0 4 0 

(b) Per bag 0 0 4 

Q. — Those arc sanctioned under section 26 (2) of the Act? 

A.— Yes. 

Q. — They have all been approved by the Local Government? 

A. — ^Yes; the Local Government really mciins myself. Tho power has 
been delegated to mo. 

Br. Faranjpijc. Q. — So you could .sanction any surcharge on income-tax 
also? 

A.— Yes. 

Br. llydvr. Q. — Does the GoveiJimeiit of India know about this? 

A. — ^Thoy have a copy of the Act; the 3 ' have assented to it. 

The Prcsidcnl. p. — Do you accept taxos which really hit tho people 
from outside the villages? h’or instance, outside carts also enter the 
milage. 

A. — Y’^es; they bring in some produce for sale. 

Q. — Motor vehicles running in the panchaj'at jurisdiction pay a tax of 
Es. 6 a month in one village? 

A.— Yes. 

Q. — Thou there is a tax on banks, lax on arrack and tea shops? 

A. — Yes; it is a very common thing in the panchayats. 

Q. — ^Tho Government, apart from the Registrar, approves of these things? 

A. — A return of these taxes is sent quarterly to the Government. 

Br. Paranjpijc. Q. — As regards tho taxes, don’t j-ou think that if 
panchayats are given a free hand, thoj’ might tax one single man out of 
existence ? 

A. — They have not been given a free hand. Tho ijrocoduro is rather 
elaborate. The panchaj’nt has first to pass a- resolution for lovjdng a tax; 
that proposal has to be published in tho village; objections have to be 
invited; tho panchayat has to meet again and confirm the resolution. And 
then it comes up to me for final sanction. 

Q. — Are j’ou satisfied that thc.se taxe.s arc collected satisfactorily? 

A.— Yes. 

Q. — ^Thero is no evasion? 

A. — No; tho machinery for collection is the village headman and there 
are cei’tain rules under which ho has to collect these taxes. 

Q. — ^Tho village headman cannot collect from every cart-load that conics 
from the field. He must depend upon the honesty of tho man. 

A. — Yes; in the villages it is paid with very much greater ease than 
elsewhere, because evasion is at once detected in tho villages. 

The President. Q. — ;Y'ou don’t object to tho octroi in the villages; but 
you object to the octroi in tho towns? 

A. — Yes. 

'Q. — ^Would you like to have power to levy n terminal tax? 

A.— Yes. 
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Q. — ^You would retain no sort of control? 

— Surely we impose certain duties on the local bodies j if they default, 
we take power to enforce obedience; and one of the items should be the 
levy of taxation. 

Q. — .'Would you retain control in order to prevent a particular local 
body from taxing a single trade or levying what, in effect, is a transit 
tax? A terminal tax can quite well he in effect a transit tax. Again we 
find in certain places that the whole taxation of the town is got from_ the 
cotton trade. We mention here a manufacturing tax on cotton. That is in 
addition to a terminal tax on all the cotton that comes in. 

A. — Is it something like what they have in Bombay? 

Q. — ^Not only in Bombay but in a number of towns; and the whole 
expenditure of the town is met out of the tax on the cotton passing through. 
The ginning factories also jpay a manufacturing tax. Do you think it is 
legitimate that a single trade should pay the whole taxation of a town? 
Would you not take any power to compel the town to levy a particular 
tax and to control the levy of others? 

A. — do not think we have any such cases here. The only instance I 
can think of is Pollachi which has got a big market which fetches about 
Es. 20,000 per annum and the tolls fetch aboiit Es. 75,000; and the toils 
are really paid by outside carts coming in. 

Q. — ^We were told that Dharapui-am gets an enormous income from 
tolls. 

A. — Yes; even in those cases there is also a property tax being levied 
by the municipalities. We have not yet had a case where they try to meet 
all their expenditure in this way. 

Q. — You don’t think it would bo desirable to provide that they should 
all levy the house tax or proimrty tax? 

A. — do not think it is necessai-y at present. 

Q. — ^Regarding the question of the rating of land within municipal 
limits, what is your recommendation? You think that inequalities cannot 
be justified? 

A. — ^Yes. The scheme I refer to is paragrapli 182 of the Report of the 
Financial Relations Committee appointed in 1920. 

The President. — I will read the scheme for the information of she 
Committee ; — 

“(1) All land revenue — tnram assessment and ground rent — in muni- 
. cipalities should be abolished, 

“(2) The municipal property tax should lie remodelled by separating 
the taxation of sites from the taxation of the buildings or other improve- 
ments on it. 

“(3) There is essential difference between the value of sites and the 
» value of buildings and improvements. The value of sites is largely one 
to which the community has contributed; the value of buildings is mainly 
that of the capital and labour spent on them. 

“(4) Unearned increment in values has reference really to sites, and 
not to the improvements or buildings on it. 

“(5) Our policy in urban areas should endeavour to keep down specu- 
lative prices, make more land available and encourage building. These 
considerations suggest a discrimination in favour of buildings and against 
land in the distribution of the property tax between its two elements. 

“(6) The attempt to tax unearned increment, after its accrual on 
the evidence of a registered sale-deed, leaves untouched a host of properties, 
which daily appreciate in value without such evidence forthcoming. 

“(7) Unearned increment should get taxed in an automatic manner, 
and the best way to do this is to levy a low percentage tax on the capital 
value of sites, apart from buildings or other improvements on it. The 
tax should in this country be placed on the owner. The valuations may be 
made, annually, triennially or quinquennially. 

“(8) It will be necessary to correlate such a tax to the present pro- 
perty tax based on annual value. The tax on building rentals may be regu- 
lated on income-tax lines with an exemption jninimum at the bottom and 
progressive graduation _^of rates at the top. Or, in the alternative, a local 
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authorit 5 ’’ may first determine tvliat amount it should raise in the shape 
of propertj' tax and then recover definite proportions of it from the tax 
on site values and the tax on rentals. 

"(9) The main difficulty is that sites should be valued at frequent 
intervals. But something of this kind is being done even now in connection 
with the preparation of municipal assessment lists. 

“(10) In 'some cases it may bo necessary, in taxing site values, to 
discriminate in favour of built on land as against vacant land or land 
put to agricultural uses. This will encourage building operations, increase 
the supply of land for building and help to solve the problem of housing in 
congested towns.” 

Sir Percy Thompson. Q. — You say that “the experience of the tax on 
companies introduced by the Act of 1920 has, however, not been quite 
happy, especially in local board and municipal areas outside Madras city”. 

Is there not an alternative which in effect is to charge income-tax at the 
rate of about 2 per cent on the profits made actually there P 

A. — It is only in cases where there is no head office or a branch office in 
a place that that alternative will apply. 

Q. — ^I mean the branch office can adopt that alternative if it is only a 
branch office P 

A. — No. You will please see in page 141 of the District Municipalities 
Act : “Provided that any company, the head office or a branch, or principal 
office of which is not in the municipality, and which shows that its gross 
income received in or from the municipality has not in the year immodialely 
preceding the j'ear of taxation exceeded ” 

Q. — Then if there is a branch in the municipality, it is i-hargcahle 
on the paid-tip capital of the whole concern? 

A. — ^Yes. 

Q. — You say the basis is the final income, is it not in practice going to 
ho a surcliarge on the income-tax? 

A.— Yes. 

Q. — Will the Government of India allow that? 

A. — They have agreed to the companies tax. 

Q. — Companies tax is based on the capital of the company; it is different 
from the income-tax. 

A. — It is a question of alteration in the wording. In the case of pro- 
fession tax they have agreed to the basis of the income. The next rule 
will show that. 

Q. — They have never liked to introduce a regular surcharge on income- 
tax in any case? 

A. — Yes, there is a provision in the District Municipalities Act. There 
is a provision for a surcharge up to 60 per cent. But the Government of 
India have refused permission to levy it. In the Local Boards Act they • 
would not allow it to go into the Act at all. 

The President. Q. — Is there any case you know of where the better- 
ment tax has been levied? 

A. — It has not been levied an 3 'where. I think a betterment tax has 
been settled in the town-planning scheme of Chittoor. 

Q. — At the end of .your written memorandum .you saj- that you would 
fayour the system of appointing Deputj’- Collectors for the assessment of 
taxes in municipalities. If you would allow appeals from the Deputy 
Collectors to the Coimcil, would it not he putting that officer in a yery 
invidious position? 

A. — So long as he is not dependent upon the vote of the local bodj', it is 
all right. 

Q. — ^^Yould you apph^ the same in-inciple in the case of Madras Corpora- 
tion, where he is to some extent dependent? 

A.— Yes. 

Q. — ^AVould you allow an appeal? 

A._ — I think there is an appeal to the Standing Committee against whicli 
tbere is an appe.al to the Small C.arise Court. 
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Q. — ^Tlie resxilt has been that the provision has been rendered jjugatory? 
A. — experience of the Madras Corporation has not been much. 

Q. — ^^Vonld it not he much simpler to have the appeals direct to the 
Courts sti'aightau’ay or to the Collector? 

A. — That would be altogether divorcing the local authority fi'om 
assessing. 

Q. — In most of the democratic countries the assessment is done by 
peiananent officials who are not responsible to the Committee. 

A. — I think as an ideal, it would be the correct thing to <lo. 

Q. — The function of the elected bod.v with regard to policy should be 
,, quite apart from the administration side? 

A . — J think so. 
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21st May 1926. 

OOTACAMUND. 

Present: 

Sir CHAI1I.ER ToDHTJNTrn, k.c.i.e,, J.C.S., President, 

Sir Bijay CnAND Mahtaii, o.o.i.k., k.o.s.t., j.o.st., j^rnlmrajadhiraja 
Bahadur of Burdwan. 

Sir PEnoY TiiosrrRON, ic.a.R., o.a. 

Dr. 11. P. PAnAN.IPYE, 

Bi-. L. JC. JIydeRj Jr.L.A. 


Sir T. DISSIKACHARI, Kt., President, District Board, 
Trichinopoly, was examined. 

O 


Written memorandum of Sir T. Desikachari. 

Local taxation . — ^During tho past fifteen yoar.<3 T have boon connected 
with local administration as chairman of a municipalitj’ or president of a 
District Board. I don’t presume to deal with local finance or taxation as 
a philosopher or student. Such views as arc set down in this statement 
have been suggested by tho problems pre.senting themselves for solution in 
the practical administration of local aflairs. It is not easy to draw a .sharp 
division between tho spheres of tho central and local authorities. There is 
hardly a sphere of local activitj' in which it may be definitely predicated 
that some lorms of expenditure are matters of general importance to bo dele- 
gated to the central authority and others ai'C but of local importance. Local 
administration in this province covers a variety of iiational and semi- 
national services which by tradition, if not by the exigencies of provincial 
finance, have been committed to the care of local bodies. Subsidies from 
provincial revenue have in tbe past been made on no definite, intelligible 
or uniform standard or principle to enable local bodies as best as they 
may to carry on their work. I shall set down the provisions of tho existing 
law regarding local taxation in order to indicate where wo have been 
drifting from the fifties of tho last century up to tho present date. 

2. Under tho Madras City Municipal Act, TV of 1919, tho Corporation 
may levy — 

fal a property tax, 

(b) a tax on companies, 

fc) a profession tax, 

(d) a tax on carriages and animals, 

(e) a tax on carts, 

ff) a tax on timber brought into tho city, 

(g) tolls on vehicles and animals entering the city, and 

(h) a dvfy on certain transfers of property in the shape of an 
additional stamp duty. 

The property tax, which shall be levied at a consolidated rate on all 
buildings and lands within tho city save those exempted by or under the 
Act or any other law, shall comprise (a) a water and drainage tax, (b) a . 
lighting tax and (c) a tax for general purposes. 

_ Subject to tho provisions of the section 102 the property tax shall be 
levied at rates fixed at percentages of the annual value of lands and build- ’ 
mgs .such rate being determined by the Council. 

purpose of assessing the property tax, the annual value of any 
• Innlding or land shall be determined by thg Oommissioyer, 



So fiir lis tho diity ou transfers of iiroiierty referred to in danse 
i[li) above is concerned, section 135 of the Act prescribes a method of assess- 
ment of duty on such transfers. A duty on transfers of property shall be 
levied in the form of a surcharge on the duty imposed by the Indian Stamp 
Act, 1899, on instruments of sale, gift and mortgage ivitlf possession of im- 
movable property situated ivithin the limits of the city at a rate not exceed- 
ing 2 l)er cent on the amount of the consideration, the value of the property, 
or the amount secured by the mortgage, as set forth in the instrument. 

3. Under tho District Municipalities Act 5 of 1920 — 

(1) every municipal council maj' levy (a) a iiroperty tax, (b) a tai 
on comiianies, (c) a profession tax, (d) a tax on carriages and animals, 
(e) a tax on carts, (f) tolls on vehicles and animals entering the municipality. 

(2) A hill station municipality maj' also levy a tax on servants. 

Under section 79, vith the previous sanction of the Governor in Council 
and the Governor-General in Council, a sui-charge on income-tax may be 
levied in lieu of the tax on companies and of the pi-ofcssion tax in respect 
of certain classes of persons liable therefor. 

A tax on persons entering or leaving the municipality by raihvay niay 
be levied by the council of any municipality vhich is resorted to by pilgrims. 

The property tax is levied on buildings and lands within municipal 
limits and comprises water and drainage tax for expenses connected with 
the construction, maintenance, repairs, extension or improvement of water 
or draijiage works. 

The lighting tax provides for expenses eo?inected with the lighting of 
the municipality by gas or electricity; the raihvay tax should be used for or 
to further the extension and maintenance of railways. 

The assessment of property -is based upon the gross annual rent at 
which the lands and buildings may reasonably be expected to let from month 
to month or from year to year less a deduction of 10 per cent of such 
annual rent, and the said deduction shall be in lieu of all allowance for 
repairs ' or on any other account whatever. If the gross annual rent of 
buildings of a class not ordinarily let cannot be properly estimated, the 
annual value of the premises is deemed to be 6 per cent on the sum obtained 
in a certain manner on the estimated cost of the building. 

Section 84 relates to general exemptions and alternative basis of taxa- 
tion. A proiierty tax is a first cliargo on the projicrty and payable by the 
owner of the assessed premises. 

Under Madras Act 14 of 1920 Local Boards Act, a local board can levy 
tho following taxes: 

(i) a land cess being a tax on the annual rental value of lauds, 

(ii) a tax on companies, 

(iii) a profession tax, 

(iv) a tax on houses, and 

(v) tolls on carriages, carts, iialanquins and animals iiassing along 
liublic roads or persons passing over iiublic bridges. They can also levy a 
pilgrim tax as in the case of municipalities. Under section 166 of the Local 
Boards Act, tho District Board can levy a fee in respect of motor vehicles 
Ijlying for hire. 

4. Under the Madras Elementary Education Act, a further cess is 
leviable for tho pui’pose of elementary education to be added to the district 
Education Fund. 

5. In addition to these taxes, tho ultimate unit in the administration 
of rural affairs, viz., the Village Panchayat, is authorised to raise a number 
of taxes by section 15 of tho Madras Act 15 of 1920, and there is a schedule 
annexed to it relating to callings, trades and professions which can be taxed 
which includes document writers, stamij vendors, law agents, priests, 
purohits^ archagas, and halcims, indeed every occupation known to an Indian 
village. 

6. So far, therefore, as taxation in local and municiiial areas and vil- 
lages is concerned, there is no possibility of adding to the taxes which could 
be levied under statutory powers, and I do not think that any further 
additions need be made to tho schedules contained in these ^cts, which, in 
my opinion, already give sufficient scope to local bodies for taxing every 
aimilable source possible. 
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7. 1’lie question whether the house and land tax and land cess sliohld 
he discontinued must he answered in the negative as ] cannot think of 
any other suitable tax — ^i)articularly in rural areas — which could he imposed 
to properly replace them. The land cess itself grew out of the old road 
fund formed by executive order by means of something like a surcharge 
on the land revenue for the maintenance of communications other than 
trunk roads and important district roads. It has increased from a 6 pies 
cess in 1866 to IJ annas in the rupee. Local l)odies have been gradually 
assigned the discharge of duties unconnected with the original of the road 
cess and were made to undertake services legitimately to bo paid for from 
public revenue and not local rates. It was apparentlj’ found impossible all 
these years to replace the land cess by any other suitable tax. The Govern- 
ment, therefore, transferred to District Boards such income as that derived 
from canals and ferries under the Public Canals and Ferries Act and made 
grants sometimes for trunk roads, at other times for village communications, 
for the improvement of rural water-suppl 3 ', and for the construction of ele- 
mentary school buildings. But the anomalous position occupied by local 
boards continues still, they having to do onerous and national services out 
of rates collected with the object, benefiting local areas and suppljdng 
local needs. Though all the Local and Municipal Acts were recast in this 
Presidency in 1919 and 1920, it was throughout assumed that the existing 
land tax, land cess and house tax should continue, though it was felt that 
the ultimate limit of taxation was reached so far as lands were concerned. 

8. Public opinion was against the increase of any burden on land; the 
provision for the imposition of the railway' cess was abolished and the land 
cess was fixed at 1^ annas in the rupee of annual value. To this has to bo 
added the education cess under the Elementarj’ Education Act. Land has 
been rated to the utmost limit and it is not possible to make more exactions 
from landowners for augmenting local revenue. 

9. The assessment and collection of the proics.sion and companies taxes 
are attended Avith considerable difficult.y. The trouble and c.xpense entailed 
in getting in the profession tax are not commensurate with the addition 
which the.v make to local revenue. More than one local board in m,v district 
moved for the abolition of this tax and the cancellation of the notification 
authorising its levy. 

The companies tax is of little avail in augmenting local rates. Co- 
operative societies are practicall}' the concerns in regional areas as those 
or taluk boards Avhich are taxed as companies. But in the interest of the 
co-operative movement these societies are sotight to bo exempted from 
the tax. In these areas a tax on amu.scments or entertainments is not likelj' 
to be Auewed with favour, nor is it just to impose such a tax in a countiy in 
Avhich people take their pleasures sadlj'. Sudi amusements as are furni.shcd 
by an acrobat, an itinerant dramatic troupe or a conjurer in A’illages, maj' 
perhaps be brought under the .schedule of occupations or callings annexed 
to the Village Panchayats Act. 

10. The only .source of local revenue, which 's fairly distributed and can 
bo depended upon as a groAving one by local boaids, is that derived from 
tolls AA’hich are collected from rich and poor alike. There AA’ould be no 
hardship in continuing to IcA'y them in tliis province. Conflict, lioAA’evor. 
arises betAveen tAvo District Boards or betAAecn a i\Iunicii)ality and a District 
Board in the matter of the location of toll gates near the borders of tAvo 
districts or on roads entering municipal limits. In certain districts the 
municipality collects the tolls and giA'cs a portion to the District Board and 
in others the District Board collects and distributes the toll income. The 
difficulty arises in practice when both the local bodies entitled to Icvj' tolls 
uncompromisinglj' insist in the exercise of their rights and toll gates ai’c 
placed on the borders of tAVo districts or a District Board and a munici- 
pality. Thus, toll g.ates may be located AA'ithin a mile of each other and 
cause not a little inconvenience to the public. '.I he minimum distance bet- 
Aveen one toll gate and another ought to be at least tAA-enty miles. 

In addition to tolls, a progressiA'e source of income is that derived from 
the fees collected on motor Amhicles AA-hich plj’ for hire. These are noAV levied 
by each board on some standards and rates fixed Iia- them. The District 
Municipalities Act does not contain anj’ such proA'ision though there is in- 
cluded in its poAvers that of licensing motor cars of ever.v description. In 
practical admini.stration, this loads to anomalies and difficulties AA'hich have 
to be set right in order to make the fee or rate oaa motor A'ehicles pljung 
ror hire be of substantial help in adding to the revenues of local and 
municipal bodies. 
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11. it is Jio exaggei'atioii to say that the Indian nation . lives in the 
village. Village sanitation, vater-snpply and communications are very 
much neglected. If cesses are collected from each village the villagers expect 
soipe benefit to roach their village. To organise village panehayats and 
empower them to levj' rates of an illusory nature does seem to entail hard- 
ship. 

Union Boards in many cases (where there are Jiot flourishing markets) 
arc not raising sufficient funds in the shape of taxes on houses or other 
property in union limits to meet the cost of establishment, lighting 
and scavenging, ilany of them have to borrow from the District lioai'd. 
Taluk boards after taxing themselves to the fullest extent are not in a 
position to make both ends meet, so much so that taluk roads have often 
to be taken oveiv-by the District Boards. 

District Boards themselves are not, even after raising the taxes and 
tolls they are empowered to levy, in a position to keep even first and second 
class roads in order. 

12. While local taxation has I’eached its ultimate limit, the resources 
ot local bodies are thus not adequate in any case to meet the demands of 
the services expected from them. 

The framers of the Local Boards Act, in view of the obstacles besetting 
the expansion of local resources inserted in Schedule JV of the Act, the 
provision enabling the Local Government to (a) transfer aunuallj' to District 
Boards a share of the excise revenue collected in the districts and (b) make 
such other recurring and non-recurring subsidies as they think fit in aid 
of the funds of all or any of the local bodies. In Madras a surcharge ujjon 
the stamp diitj-^ leviable in cases of certain transfers is provided for. In 
mofussil iminicipalities a surcharge on income-tax may be levied in lieu 
or the tax on companies, and of the profession tax in respect of certain 
classes of persons liable therefor. If local revenue has to be developed 
it must be by surcharges on the excise revenue and the income-tax and not 
by increasing the burden on land, nor by imposing a tax on professioiis or 
amusements. 

13. In luiion and municipal areas the existing anomalies in land taxa- 
tion must be removed and local bodies should be emiJowered to collect a 
consolidated rate on all lands situated in the union or rural limits on a 
uniform and intelligible standard. A tax collected by the Crown by virtue 
of its prerogative on a particular basis and a rate levied by statutorj’^ 
authority by a local body under a different standard of taxation, while 
throwing an undue burden on'the landowner, deprives the union and munici- 
pality of the full measure of the taxable capacity of the property within 
their limits. The value of land in union and municipal limits increases 
quickly, and these bodies mu.st be in a position to reaii the result of the 
improvements effected by them by assigning the land for terms of years and 
realizing a proper ground rent. 

14. The annual value of houses in municipal and union areas includes 

both site value and building value. Rates fall on both site and building 
values and are not imposed separately. Quinquennial revisions of the 
municipal property tax tap only so much of the unearned increment as 
expresses itself in annual value. • The Financial Relations Committee (1920) 
in dealing Avitli the taxation of unearned increments observed as follows: 

"The problem bristles with practical difficulties, but we are convinced 
that the acceptance of a tax on unearned increment by the legislatuj-o 
and its practical application by local bodies depend on its being under- 
standable i.n theory and workable without- difficulty in practice. We can- 
not attain absolute accuracy in valuations or absolute equity as between 
individuals. We must be content with abstract justice.” 

The scheme set out in paragraph 182 of the Committee’s report 
attempts to solve the problem of taxing unearned increment. Though the 
Committee were equally divided on the question of committing themselves 
definitely to the acceptance of the scheme, they were unanimous in recom- 
mending that the points and proposals embodied in the scheme deserved 
to be investigated in detail. 

A duty on transfers of property assessed as provided in section 135 of 
the City Municipal Act, if imposed by union boards and mofussil munici- 
palities may in some measure tax "unearned increments” on land within 
their jurisdiction. 



15. “1^ it right that the house and land tax and the laud cess should 
ha levied in -whole or in part from the owner? Is the owner able to shift 
the burden of the tax on to the occupier?” 

Taking land cess first; there is no call for shifting the burden to tlio 
occupier or lessee. In practice, lease-deeds fix a rent based on the revenue 
and cess paj'able by the lessor to Government and the local body. Public 
oijinion, as already noted, is against the increase of the burden on land, 
and the local legislature has accordingly limited the cess that could be 
raised from land as road cess or for local beneficial purposes. If periodical 
resettlements raise the land reA’-enue, the income of local hoards from the 
cess is proportionately augmented. As rent recoverable by the lessor from 
the lessee aaIII adjust itself automatically in existing conditions in India, 
there is no need to legislate in the matter of the occupier of land bearing 
the land cess. 

The transfer of the burden of local rates on houses from the oAvner to 
the occupier seems again to be unnecessary in India. Most houses iu 
rural or semi-urban areas as in union boards are built by the oAvners them- 
selves and not by any “building landlord”. Even in urban areas as those 
Avithiu the limits of most municipalities, it is difficult to secure occAii>iers 
AA'illing or desirous to pay anything like a reasonable rent. Owners of houses 
find that tenants prefer to Inm in AA'hat are called “Stores” — cheap tone- 
ments — than occupj' Avell built commodious houses carrying a reasonable rent. 

If the tax is imposed on the occupier, in existing conditions, more insanitary 
hovels and undesirable congestion aaIII be the result; AA’hile buildings con- 
structed by OAA’ners at great cost Avill not fetch anything like eA^en a moiety 
of the i)roper rent assessed on the cost of their erection. As things are, 
occupiers bear a fair i)ortioii of the incidence of the ijroperty tax. There 
is no possibilitj' of making them hear more of it. On the AA’hole matters 
may be best left to adjust themselves, as in this province building opera- 
tions are carried on almost solelj' by the oAA-ners. In rural areas A'acant 
houses Amry often do not secure an occupier even Avithout rent, and except 
in some municipalities the supply of houses exceeds the demand. The tax 
on buildings on the gross value of the houses levied on the occupier throAvs 
•the incidence more on the occuijier than on the oAA’uer. Occupiers in this 
province Avilliug to face this burden are rarely to be found. My ansAver 
to the second part of the question is that the oAAUier should be left to shift 
the burden on the occuirier gradually. The propert 3 ’ tax is thus made a 
first charge on the propertj’- and payable bj' the owner of the assessed 
premises under section 84 of the District Municipalities Act. 

It is not useful to institute a comi)ari.son betAA'een England and India 
in the matter of the burden to be borne by occupiers or in other matters 
relating to local self-government. Local authorities in India have for a long 
time been relegated to the background. -It is only from 1920 that they haA'e 
been accorded some share of autonomy and are recovering from traditions 
Avhich made them render national seiwices without self-reliance or independ- 
ence. Local rates adjust themsehms according to historical associations and 
political traditions, and local bodies iu this coun-try did not gain the strength 
to enforce local rates bearing a particular incidence on the occujiier, nor 
have the conditions of the occui)ier and the demand for houses from him 
OA'cr been such as to enable local bodies to think of shifting burden of local 
rates from the OAA'uer to the occupier. ’ 

I have already shoAvn that the property tax is utilized for services '1 
Avhich in manj^ casos ought to be borne from the provincial reA’^enue. I have 
also indicated that there are feAv other sources of local revenue than land 
which should be tapped for local seiwices, and that iniblic opinion is decidedly 
in faAmur of limiting the taxes Aidiich could be got from land. Local autho- 
rities liaA^e not had recourse to other forms of taxation AA'hich maj' be less 
defensible from an economic standpoint for the simple reason that even the 
sources indicated to them defensible from that standjioint could not iu 
practice be so exploited as to bo beneficial in augmenting their resources. 

16. There is little doubt iu this province^ uotAvithstanding that local 
bodies have done remarkably well Avitli the limited and slender resources 
they could command, that the funds necessaiy to finance national or oner- 

. oils services in any local area should be borne Avholly, or in a much larger 
proportion than noAv, by the general tax-payer and should not be raised 

, entirely or partly in the local area. Still the location of such services 
demands their being performed by and through local bodies. At present 
even bridges on trunk roads have to be constructed out of funds contri- 
buted partly by local boards, as for instance, in the construction of those 
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over the ‘Amaravathi’ and ‘Mamundiar’. The Trichinopoly District Board 
has had to borrow on interest a hioiet 5 ' of the funds needed for their construc- 
tion. The same board constructed another bridge over the Marudaiyar; 
this is on a district road. Here again a moiety of the expenditure had to 
be incurred from borrowed funds. Assuming for the sake of argument that 
the cost of the construction of the Marudaiyar bridge should be borne partly 
from local rates partly from provincial revenue, there is actually no justifica- 
tion for a similar arrangement ijrevailing in connection with the ‘Amara- 
vathi’ and ‘Mamundiar’ bridges which are on trunk roads. Yet, under the 
existing dispensation this inequitable arrangement had to be, and a local 
board boro the charges incurred for a national and onerous service which 
had legitimately to bo met from the funds gathered from the general tax- 
payer. Such anomalies, I believe, exist ever^-whero in this province. 

As already observed, it is difficult to draw a sharp distinction between 
national or onerous services and those benefiting a local ama. The classifica- 
tion of roads as trunk roads, district roads and other means of communica- 
tion is based not on the services rendered but on the financial exigencies 
of the central authoritj’, regardless of the resources at the connnand of the 
local authorities. I may say the same thing with all the services entrusted 
to local bodies, most of them falling in the category of national or onerous 
duties. I took roads by waj' of illustration in order to indicate how the 
services entrusted to local bodies Avhich concern the health and well-being 
of the citizens of the province have been treated hj' the central authority, 
and grants have heen made in the past on no standard of utility or equality 
and led to an unseemly scramble for them. I am of opinion, that grants-ih- 
aid from genei-al Governiuental funds should not take the form of an un- 
conditional contribution in general aid of local finances, but thej'* must bo 
based on specific «services duly budgeted for. National services should be 
wholly paid for by the Government. Now that a beginning has been made 
in freeing the province of the heavy incubus of the contribution rendered 
by it to the .Government of India, the Transferred Departments must bo in 
a portion to meet the cost of the national services and rendered by local 
authorities on a more rational basis than has had to be adopted hitherto. 

It is necessary to readjust the existing classification, if any, of national 
and semi-national services and the whole subject requires careful examina- 
tion under the heads of ‘Communications,’ ‘Education’ and ‘Public Health’. 
I am in general agreement with the ob.sorvations of the Financial Relations 
Committee (1920) in paragraphs 32 to 45 of their report, regarding grants 
from provincial revenue in aid of the resources of local authorities. It must 
be realised that no local body is in a position to do justice to the duties 
entrusted to its care with its resources callable of little expansion ; that in 
the ultimate unit of Indian .administration the milage, little is done to im- 
prove communications and sanitation, render medical aid or impai-t real 
elementary education ; that union boards and taluk boards enjoy an aiito- 
nomj’ without adequate funds Avhich spells idleness or bankruptcy; that 
District Boards arc not in a position to help or control taluk boards; and 
that most municipalities have not the wherewithal to function to the full 
measure of their intended usefulness. It is difficult to lay down on what 
basis the subsidies to local bodies should be calculated ; such basis could be 
definitelj' laid down only after a detailed and careful examination of the 
conditions in which they now function and a reclassification of the sei-vices 
rendered by them. 

17. With regard to the control to be exercised by the Government over 
the expenditure of the, grant, it seems to me that in this ])rovince there 
exist sufficient safeguards for ensuring a reasonable standard of efficiency. 
The Government possess statutory facilities for the exercise of control under 
the Local and Municipal Acts passed in 1919 and 1920. The nature and 
e.xtent of control to be exercised is in juy opinion correctly expressed by 
the Financial Relations Committee in paragraph 47 of their report: 

“It is the duty of the Government to insist that .all grants from pro- 
vincial funds are spent to good pui-pose. Failure in this would be a grave 
disservice to the genei-al tax-payer, but meticulous interference with a 
local body’s freedom is likely to defeat its own end. The theory that increased 
subventions should be accompanied by increased control was discountenanced 
by the Decentralization (Commission, and rightly so. Control over the 
details of administration is contrary to the spirit of recent legislation. 
Control is necessary, but we would confine it generally to the scrutiny of 
broad results, and it should be made effective by financial pressure rather 
tlian by executive order. No grants should in pur opinion be sanctioned, 
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except on the clear understanding that the Government are at liberty to 
reduce or -withdraw them, if the services for which they are intended are not 
efficiently administoi-ed”. 

18. Qs. 167, 168 and 171. — All cesses on land should continue to be col- 
lected by the land revenue staff. Collectors and Subdivisional Officers have 
been relieved of the work of cari-jdng on the administration of local boards 
as non-official presidents are discharging that function. There is no justifica- 
tion for the maintenance of the revenue staff in its existing strength, if 
tlie members thereof refuse to discharge the duties which they deemed legiti- 
mately to be theirs, when the presidents of local boards were officials. The 
collection of tolls and ferry rents must be made part of the duty of the 
revenue staff. Tf the ijrofession and companies taxes have to be collected 
economically, the revenue staff must be employed to do that work. 

In municipal areas the work of assessment and revision must bo done 
by agency which is not dei^endent for its creation or continuance on tlie 
votes of the assessors. Tn tlie City of Madras Municipality Act the annual 
value of a building for assessing the property tax is determined bj' the 
Commissioner, the rate being fixed bj' the Council. 

Duties on inheritance and succession . — T agree that these duties should 
be the first among those to bo considered in the event of new sources of 
taxation being required to replace old sources that may be condemned. 
Something like the duty on inheritance is now levied at varying rates in the 
shape of fees under Act VIT of 1870 on probates i^nd letters of administration 
under the Indian Succession Act, the Hindu Wills Act and the Probate and 
Administration Act, and on certificates under tlie Succession Certificate 
Act. The broad effect of the existing legislation is that except as regards 
Hindus, Jains, Sikhs and Buddhists in Lower Bengal and in the Presidency 
towns, Hindus, Muhammadans and Buddhists are outside the compulsory 
effect of the Probate Law. Indian Christians have been treated in a special 
manner in being allowed to take out a succession certificate for the collec- 
tion of debts instead of obtaining letters of administration to' the ivhole of 
the estate in a case of intestate succession. 

There is, however, nothing to compel a heir or legatee to go to Court -to 
obtain letters of administration or probate or succession certificate if they 
can get in their assets and administer them without the help of the courts, 
even in cases to which the abovementioned legislative enactments do a^iply. 

It is only when money has to be recovered by suit or where stocks and 
shares and insurance policies are concerned or the right of the heir, admini- 
strator or legatee has to be asserted in, and recognised in a court that 
resort is had to the procedure prescribed by the Acts above i-eferred to, and 
court-fees are collected under Act VII of 1870. 

The amounts thus recovered as fees are really taxes; the work done by 
courts in granting certificates, letters of administration and probate is very 
little, and it is larelj’ that aiiplications under these Acts are contested. 

The Civil Justice Committee, in dealing with the necessity of having 
before courts genuine testamentary instruments and preventing oral testa- 
ments, observed as follows ; 

“Whether pi'obate of such wills when made should be compulsory or 
not is a further and a much more difficult q\iestion. Unfortunately, when 
wo come to consider whether probate of such wills should be made com- 
pulsory, the question of law reform meets a question of finance. Taxa- 
tion is a matter beyond our province, and it is no concern of onrs to 
advocate that anj' estate be burdened with additional taxation. We do not 
think that any extension of the Probate Law would have much chance of 
favourable consideration in any province if it be regarded as a manifest 
forerunner of serious additional taxation. The incidence of the court-fee, 
which we may refer to as probate duty, is controlled by diverse considerations 
Avhich lead in the end to considerable anomaly. There is necessarily a con- 
siderable inequity in any system Avhich exacts probate duty in the ease 
of a will but not in the case of intestate succession. We aijpreciate, there- 
fore, the difficulty of the financial question. Considering the matter entirely 
in the interests of the administration of law, it appears to us, however, 
to be a pity to rule out an extension of the provisions of the Hindu Wills 
Act to provinces outside Lower Bengal for purely financial reasons. If the 
financial difficulty can, in any reasonable way, be accommodated, we think 
that it is worthy of consideration whether to enable a proper probate system 
to_ be applied to Hindu Wills generally throughout India, some differentiation 
might not be made as regards probate duty, according as the testator Jiad 
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deposited the will in his lifetime with the registrar or registered it tindel- 
the registration law or had omitted to take either of these precautions. Wo 
do not tliiiik it is advisable to insist upon the registration of wills or the 
compulsory deposit thereof with the registrar, hut to encourage deposit or 
registration would he highly useful.” 

The hesitation evinced hy the Civil Justice Committee in unconditionally 
recommending the admission to iirohate of all wills within a reasonable time 
after tlieir execution is based on the opposition to anj' measure which may 
dii-eetly or indirectly lead to taxation. Yet the law as to wills is in the 
Hindu Law, as it is in the Common and Civil Law a late addition. The 
growth of the testamentary xiower depended upon the degree to whicli the 
control of the testator over his propert 3 ' was admitted. The extent of the 
testamentaiw 2 >ower co 2 -responds witlj the amount of control that an owner 
maj’ possess in giving it awaj’ in specie a? in the case of his separate or self- 
acquired property. No rule of Hindu Law will he contravened hy making 
probate compulsory in the cases of all wills and the extension of the Hindu 
Wills Act to areas not within its operation at present. Muhammadan 
wills will be hut i)artiaHj’ valid. Thej' could he admitted to probate to the 
e.xtont of their validitj’ under the Aluhainlnadan Law. There will he little 
difficultj' in in-acticall.y administering a taxative scheme so far as testa- 
mentary succe.ssion is concerned. "Wlvat is collected as a fee now under the 
Court-fees Act, and is in mj- oiiinion reall.y a tax. may he levied as a tax 
aitd collected from every estate which is the subject of testamentary devise. 
But wills registered or deposited with the registrar during the lifetime of 
the testator must he difTorentiated from those which are not. 

The considerations applicable to inte.state successions are, however, more 
complicated. Heal difficulty will he experienced in the application of the 
principles of inheritance taxation to cases jn Malabar and Kanara where 
l)artition is not allowed, and the idea of heir.ship would never present itself 
to the mind of an.v member of the famil 5 ’- and to joint Hindu families 
governed h.v the iVlitakshara Law. Any practicable measure of taxation 
must exempt from its scope such ca.ses. I am not in favour eithe]- of a tax 
on the share which devolving hy survivoi'ship au.gments the shares of other 
I members of the family, nor of any tax on the whole property on the death 
of each managing member. Tn the fonner case there is no succession. In 
the latter case the suggestion is crude and unenforcihle in practice. Evei-y 
family need not have a manager; ihei’o is nothing against there being 
more than one managing member, and all the members of a famil.v may be 
actuallj’ managing their family dividing their duties according to the nature 
of the busine.ss to bo transacted or «the location of the property to be 
managed. 

I should prescribe Rs. 5,000 as the exemption limit in India in cases 
other than those dealt with above, wliieh have to bo totalls' exempted if any 
inhei'itance duties must be levied. 

Qs. 138, 139 and 344. — On abstract principles T may be willing to sub- 
scribe to what is set out in Qs. 1.38 and 139 (1) and (2). But I have already 
indicated the exomjjtions which .should bo provided for in India. Even 
Indian Christians 'ivho wore long submitting to the statutoi’y jn-ovisions of 
the Indian Suece.ssion Act had to be accorded special treatment. Uncliang- 
ing rates may be levied in order to secure equality in the distribution of 
this burden. But in India they' cannot cover the whole of the economic 
community' repi'esented by' the nation. 

■ 'The graduation of taxes according to the three principles referred to m 
Q. 138 could be applied only in cases to which the Hindu and Muhammadan 
Laws of Succession do not apply'. The rationale of succession amongst 
Hindus and JIuhammadans cannot be canvassed or altered by' the formulation 
of any' scheme of fiscal taxatioji. The tradition is so long establisJred that the 
personal laws of the diverse communities with varying religious beliefs 
should be re-spected that it is extremely', inexpedient to atteinjit to interfere 
with them by a taxative measure calculated to upset the tradition. 

Moi'eovo)', court-fees have been so far levied in cases which came up 
before courts. The payment of such court-fee was enabled to be enforced 
where and when the aid of law couris became necessary'. This is the broad 
result of the existing legislation bearing on probates and letters of admini- 
stration. To compel the payment of these duties by a taxative law only 
by some proportion of the whole nation must engender the feeling that 
there is an unjust diffei’entiation in the levy of the tax. 
nr— 48 
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In my oxporienco, moval)lo proportj' other than stocks and shares escape 
liabilitj- to pay tlio court-foes on proJiatos and lettei-s of administration. 
Nor do 1 see how they could ho .successfully taxed by any law of dutias on 
inheritance. The staff to bo maintained to do it Avill cost more than the 
resultant benefit to the State. I’hcre is too the fear of lettinp loose on the 
])ublic.an itiqui-sitorial and harassing agency without corresponding accretion 
to the public revenue. 

Where real property i.s concerned, the valuation of the same pre.senfs 
no little difficulty. The valuation for court-fees, suits valuation and stam])s 
ihust be co-ordinated with that for the death dutie.s, if any, which may 
liavo to come out of the property. 

Considering the subject from every point of view it ai>pearK to me to be 
not expedient to levy a tax on inheritance and_ succe.ssion excc])t in a 
rpialified way on legacies ajid testamentary succc-ssion, 

Gonrt-fcps . — The problems relating to the levy of court-fees and the 
valuation of suits (under the Court-fees and Suits Valuation Act) loom 
prominently in the jnovention of law.s’ delays by devising some rational 
method calculated to curtail second apimals. Suits relating to land of the 
value of nearly Its. ‘20.000 Imvc to bo hoard by Di.strict >runsif whn.se 
pecuniary jurisdiction is Its. .OjODO. Afoncy suits and .suits relating fo pro- 
perly assessed at a market vahie of lIs. ,‘1.000 very often heard and decre.xl 
cx-pnrtc are placed in the same category as suits for injunction relating to 
such property. The former class of suits occupy but a few minutes of the 
presiding judge’s lime, whereas the latter occupy days or weeks of the 
court’s time, fiomething must be devised to distribute the burden accord- 
ing to the benefits rendered. The tendency is. however, to make fees seiwe 
the purposes of taxes. This must be deprecated. The comjilaint in most 
provinces i.s that court-fees are collected di.sproporlionately to the benefits 
received from, and services rendered by. courts. 

Stamps . — 111 India the penalty levied on unslampod or insiifiicicntlv 
stamjied instruments has always struck me ns unduly hard. In trade 
accounts maintained in the luofussil, ns they are now and are bound to b«‘ 
for a long time to come, ackiiowledgments of probative value have to^ be 
accepted in evidence by a straining of the provisions of the Stamp Act. The 
Civil .lustico Committee has recommended writing .and registration in many 
transactions not requiring writing now. like partitions, relonses, surrendei'S 
and maintenance agreements under the Hindu Law. But once a transac- 
tion requires writing and registration, the stamp law will be invoked 
for making them legal. It is unjust to engraft a taxation law on nuv 
measure of legal reform for providing* for ccrt.ainty of title nr reduction of 
oral testimony in proof of transactions coming up before courts for adiudica- 
tion. In readjusting stamii duties this consideralinn of ])ublic iiolicy has to 
bo borne in mind and transactions not hitherto requiring writing and 
registration must be dealt with .so ns not to 7 )enaliBc or tax measures for 
placing evidence of an indubitable kind before courts. 


Sir T. Desitachari gave oral e'videncc as follows 

Thr. President. Q. — ^You have boon associated willi local bodies and 
municipal administration for a good many years? 

A.— Yes, Sir. 

Q. — ^You have been a Arcmber of the Legislative Council for a conside- 
rable time? 

A.— Yes. 

Q. — ^You have been a Afomber of the Civil .lustico Committee? 

A.— Yes. 

Q. — You have been good enough to send us two notes one on ‘local 
taxation’, and another on ‘inheritance’. 

A. — I must apologise for not having been able to devote more time 
to the que.stionnaire as I was voiy busy when I returned to my place 
after touring with the Civil Justice Committee. You will therefore excuse 
me for the meagre notes I have sent. 

Q- — you have anjdihing 7nore to sav, von can send us a detailed 
note. 



Sir Percy I'hompson. Q. — I think the gonoral inferoiice to ho drawn 
from your inemoi-andum on local taxation is this. That in recent years 
new functions have been cast on local bodies without adequate resources or 
with' no means of raising additional funds by taxation, and the con- 
clusion you come to is that a considerable proportion of their expense 
should be borne by the provincial funds? 

A. — ^That is the gist of what I have stated. That is generally felt 
in this province. 

Q. — ;A verj' considerable lU'oportion of the expenditure on education 
and national services is borne by the i>rovincial finances.? 

A. — On elementary education it is; I think the iiroportion on that 
would be something like 65 or 70 per cent, 

Q. — That is a big proportion. 

A. — ^Yes, but you will have to take the peculiar condition prevail- 
ing in this country. Elemeutarj' education is entirely a national ser- 
vice. 

Q. — It has never been treated like that in any other country. 

A. — From the ijerusal of the books I find it is not treated in that 
way, but in India it has to be treated in that wa 3 ^ 

Q. — ^In Avhat veay India is different from other countries? 

A. — Education has been neglected greatly, and elementary education 
is one of things which must be fostered for tbe purposes of the national 
cause. If you want to have a good electorate or if you want the fran- 
chise to work properly and if you want to improve all the departments, 
elementary education is the backbone, and I, therefore, do think that it 
must be treated differeutlj’^ in this country and in anj' other country. 

, Q. — I think you will admit that if education benefits the individual, 
surely the families of the individuals concerned should bear part of the 
cost? 

A. — True. As a matter of fact, thej’ are bearing a certain pro- 
portion, but so far as local bodies, municipalities, village panchayats 
and village educational boards are concerned, they are not in a ])osition 
to find the money. If they are able to raise a local cess and if they 
find it only for the elementary education in rural areas, it may be said 
that the benefits that ai-e received bj* the locality must be paid for by the 
locality, but under the present circumstances, the President knows how 
the local bodies in this Presidencj' have been getting on, as we had a 
verj'^ interesting note from him in one of his budget speeches, it is im- 
possible to saj' that elementarj" education must be paid for bj' the local 
bodies. 

Q. — ^That will mean that the Provincial Government will have to raise 
additional funds in order to increase the subsidy. 

A. — I may agree to that. 

Q. — ^^Vhere is it to raise additional funds? It will have to be from 
the whole province. 

A. — I may agree to that. I happened to be a member of the Select 
Committee which was responsible for drafting most of the local bodies 
Acts. That was their view also. 

The President. Q. — ^Including the Village Panchayat Act? 

A. — ^Yes, all the Acts between 1919-20. The matter was considered by 
a representative committee, even before it came up before the Legislative 
Council : all along it was acknowledged that it was inn^ossible to raise any 
money b 5 ’ increasing the local I’ates on lands or by levjdng local taxes like 
profession tax, etc. When the Madras Municipality Act was framed, they 
had a surcharge on the stamp duties. When the District Municipalities 
Act came up, thej' contemplated having something in the nature of a 
surcharge on income-tax, but the Government of India objected to it, and 
therefore it took the form of a profession tax or a tax on companies. When 
the District Boards Act was revised, it Avas again felt that it Avas not 
possible to do anything to increase local rates. Section 4 of one of the 
schedules to the Act authorized a' surcharge on the excise reA'enue, and it 
Avas also 7’ecognized that there must be subsidies fiom provincial rerennes 
from time to time in order to help the resources of the local bodies. 



Q. — only point is roally this: if the Provincial Government Imvo 
to raise additional funds, won’t it he fonii)elled to raise them ijrom the 
very sources from which the local bodies would raise them? 

A. — No, Sir. I’lie Roneral opinion is that a surcharge on incomo-ta>c 
and excise revenue may meet the case. 

Q. — Ts not a profession tax roally a .siiieharge on income-tax? Ts not 
the companies tax really a sul)slitn1o for income-tax on tlie profits of 
companies? 

A. — As far as my ox])crience goes in (he nmi'ussil, there is very little 
which can ho raised as com])anies tax. So also i)rofo.s.sion tax is very 
small compai'ed with the local needs. 

Q. — Is it not possible to raise the rales? That is what the Provin- 
cial Government would have to do if they wanted to raise additional 
monej’. 

A. — Theic is a large amount of income which e.scapes taxation. If 
it is not an actual income-tax, the Provincial Governtuent maj' raise some- 
thing in aid of the local 'resources from the agricultural income wliich is 
not taxed at all. 

Q. — That is again raising a very big (|icc.stion. 

A. — 'With the inlent present here', no f|itesfion need he big, Sir. 

The Mnharnindhirnjn Jkthaditr of Dindviiii. Q. — Don't you think, if there 
ho a difficulty politically or otherwjsc on putting an iiutnne-tax on agncultnral 
incomes, there are still possibilities of those ngrieiiltnral incomes being 
assessed in future by local bodies in some shape or other? 

A. — I must confess Ihoro is a very large body of feeling against 
agricultural incomes being assessed in any way; land is already very licavily 
taxed atid it is not possible to add any more burden. Moreover, Taluk 
Hoards and District iJoards cannot j)rofitably or c(«ivoniont!y levy any pro- 
fc.ssion tax, nor anything .similar to the companies tax. The only thing you 
can possilily do is to have some local rale ujion agricultural rents in those 
areas. 

Q. — What you would have to do is to have some .specific purpose for 
those taxc.s, in the same way, as you liave load and public work’s ce.ss 
which is collected with the laud revenue ami then handed over to ^lic 
local bodies. In the same way, supposing tlio local bodies wore 
to levy something on agricultural incomes, they would raise it 
not .as land revenue, but they would raise it for some local purpose. I 
ask you a general question. Supposing there were dilficnltics in Icvj’ing 
an income-tax on agricultural incomo.s, whether for jiolitical or other 
reasons, don’t yon think there is u possibility in future of local bodies 
getting an income from agricultural incomes in some .shape or other? 

A. — If it is to be for benefits rendered, I do not think there will bo 
much trouble. 

Q. — What I mean to .say is that there will ho loss trouble in gelling 
local bodies to tacklo these local incomes for the local ptirposo than there 
would be in assessing agriculture incomes to the general income-tax. 

A.— Yes. 

Dr. llydcr. Q. — There are two things which you spoke of : ono is n 
surcharge upon income-tax, and the .second is suhj\?cting agricultural income 
to income-tax. I supi)o.sc these arc two different matters? 

A. — Yes, they are two different matters. 

Q- — Supposing you cannot subject agrienltnral incomes to inconie-tax, . 
there is the other alternative that j'ou will make a surcharge TH>on income- 
tax : now then, the principle laid down by you is this, that this Jiioney 
should bo spent for the benefit of the locality, 

A. — Not like that. AVluit 1 meant to say is that they could be ear- 
marked for certain services. 

Q- — ^Havo you got many people in rural areas who pay income-tax? , 

A. — The vast majority of them do not pav anv income-tax in the rural 
areas. 
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Q. — So that you will realise very little? 

A. — No. Agricultural incomes are not assessed under the Act. You 
cannot at present assess agricultural income unless coupled with the genei'al 
income which they have, and which is liable to assessment. 

Q- — If I understand your answer, it is this: land is already heavily 
bui'dened, and according to your view it cannot stand any more. 

A. — That is so. 

Q.-7S0 that the jjroposal to subject agricultural incomes to income-tax 
meets with a large volume of oijposition ? 

_ A. — It is like that. .What I sugge.st is that there is a line of least 
resistance, but [ do not believe anybodj' would like tp have agricultural 
incomes assessed, because it is believed that it amounts to indirectly 
burdening the land. 

Q. — ^But things would be easier if this money were spent for the 
benefit of the localitj’. 

A. — Yes. 

Q. — ^Then there is the further question seeing that the people who are 
in receipt of agricultural incomes belong to the higher classes, whether 
they would shoulder the monetary sacrifice if the benefit would bo con- 
ferred on some other class, people who cannot affoi’d to paj' for the 

expenses of elementary education ? 

A. — ^'rhat is a question which cannot be answered in a simi)le manner. 
There are people who have agricultural incomes and the vast majority 

have no agricultural incomes, and these latter people have got children 
who have got to bo educated as a n.ational concern. The former who 
are employing these cultivatoi-s for the purpose of agriculture would not 
perhaps object to the amount being used for elementary education. 

Q. — ^Perhajjs they might see that it was in their own intei'est. 

A. — ^As I told you, in this pi-ovince land has been felt to be over- 
burdened, and possibly there will be a groat volume of opposition to 

any burden upon agricultural income; but if you want to cojlect any 
rate for the purpose of local sermces, which partake of a semi-national 
character, you may perhaps think of rating agricultural incomes. 

Q. — Should a surcharge upon excise revenue be spent for the benefit 
of the locality, and would people pay this villingly, in view of the 
fact that the benefits go to themselves? 

A. — This is a matter which was discussed when the Local Boards Act 
was under preparation. The question was considered as to whether money 
that might be surcharged upon excise revenue might be used for a parti- 
cular locality or not. As you Aviil find in the schedule to the Local Boards 
Act, it Avas purposely left vague, and it Avas understood that any surcharge 
on excise revenue should go to augment the resources of local bodies, AA'ithout 
earmarking it for any particular locality or my particular service. 

Di\ Faranjpuc. Q. — Begarding your contention that education is a 
national service, do you Avant that the AA'hole cost of elementary educa- 
tion should bo borne by the general tax-payer and not by the local 
bodj’ ? 

A. — I Avas going to say that secondai'y education also comes AAuthin 
these Acts. 

Q. — ^But if local bodies cannot manage elementary education, much 
less can they manage secondary edrreatiorr. 

A. — ^Local bodies seem to be in a position to rnarrago secottdary schools 
nruch better tharr elementary schools. Secondary schools are fairly poprrlar, 
and, IraA'itrg regard to their irrrmber, they are fairly Avell patrorrized. 

Q. — ^IVould you advocate Governrrrent rrot only beariirg 'the AA'hole 
charge of eleirrentary education, but also taking it into its OAvrr harrds 
and rnairaging the schools? 

A. — ^Having regard to the history of olomentaiy educatiorr in this 
proA'incOj particularly after the Reforms, I think GoA'orument are taking 
it into rts OAA-n Irairds. We do not knoAV AA’hat is eventually going to be 
done, but so far, the drift seems to be in the direction of having as much 
control over education as possible. 
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Q. — ^According to j'our sclionie, Government Avould have to imy the 
Ijipor. 

A. — should absolutelj' have no objection to Government treating it 
ns the State’s function and managing the institutions themselves. 

Q. — ^You suggested a sui-charge on excise. At present liquor shops are 
sold by auction, and consequently a high price is being paid for them. 
If 3'ou have a surcharge on these liquor shops, don’t you think that the 
prices vdll be much less, because the bidders will take into account the 
iact that they would have to paj' a surcharge. You would, therefore, 
be practically taking part of the excise revenue. 

A. — It is part of the excise revenue that is mentioned in the Act. 

Q. — But you won’t get any new money by means of the surcharge. 

A. — I am willing to admit that. 

Q. — It comes to Government paying you a part of the excise revenue 
that is obtained within the limits of that local area. 

A. — ^I think that is the very wording of the Local Boards Act provi- 
sion. The matter of giving a proportion of the excise revenue, as contrasted 
with the surcharge on excise revenue, was considered by the Financial 
Ilelations Committee in this province, and after discussing the pros and 
cons of the whole question, they came to the conclusion that a surcharge 
was much better than eannarlving a fractional shai-c of the excise revenue. 

Q. — ^You have yourself admitted that the surcharge is only a portion 
of the existing excise revenue. 

A. — That might be. 

Sir Fercy Thompson. Q.— I think the policy of the Sladras Govern- 
ment in the matter of excise is maximum revenue aiid minimum consump- 
tion ? 

A. — ^Yes. 

Q. — You have already got maxi)num revenue, because you liavo iJU^shcd 
your rates up as high as possible, and if you push thorn any more, the 
yield will bo less. How can you put a surcharge on that? 

A. — I do not admit it is maximum revenue. 

Q. — Isn’t that the policy of Government? 

A. — The policy of the Government must be modified in accordance with 
the demand of local bodies. 

Q. — ^Won’t you admit that the rates at present imposed are the maxi- 
mum that could be imposed? 

A. — I don’t. If you go on raising them, you would got more reveiuio. 
The Government are carrying out their i^olicy slowly and gradually. 

Dr. Paranjpye. Q. — ^Are you in favour of prohibition? 

A. — ^If it is possible. 

Q. — At any rate, you arc in favour of temperance reform and you 
would limit the consumption of alcohol? 

A. — My own idea is that you cannot make a nation sober by legis- 
lation. 

Q. — The public feeling is in favour of temperance reform: if it is 
not to be attained immediately, at any rate, that is the goal to bo 

reached. 

A. — I don’t know what the public feeling may mean: there are a 
large number of people who do not understand anything about it. 

Q. — Don’t 5’ou think that giving the local ])odies a portion of tho 
excise revenue and so making their finances dependent U])on excise revenue 
will come in the way of carrying out this policy and reaching this 
goal ? 

A.—yNoj so long as you collect excise revenue and as long as you go 

on getting increasing amounts, let local bodies get the benefit of it: 

if you get less, let them get less. The local bodies will not be in the 

way of total prohibition or rationing. 



Q. — Wlien tliey feol iliat the policy of total prohibition or n vigorous 
temperance policy is likely to reduce their income, aren’t they likely to 
be against that policy? 

A.— No. 

Q. — I ■"'ill give you an illustration : take the case of tolls. Theo- 
retically, everybody agrees that tolls are a nuisance. 

A. — I don’t agi'ee. 

Q. — Don’t you consider tolls ai-e a nuisance? They may be inevitable. 

A. — ^You must take tom]mrameni into coivsideration : pei-sonally I 
don’t consider them a nuisance. 

Dr. llijdcr. Q. — Are there a large number of people in ;^^adras who 
arc of this temperament? 

A . — 1 have been connecled with local and municipal institutions for 
the last fifteen years and 1 have administered toll revenue all tliat time. 
T have been connected with innumerable toll gates, but T bad ver.y few 
complaints from cartmen that they were unable to get on without annoy- 
ance. The crj’ that has been recently put forward is from motorists who 
are anxious to rush through space. 

Q. — You said that elementary education was a Jiational concern ; is 
higher universit3’ education also a national concern? 

A. — T am speaking here, as I .said, as a person who has been dealing 
with loc.al hoards and municijialities ; so far tis thej' are concerned, I 
do not believe they have much to do with univei-.sity education, and I 
do not think that their usefulness ought to be strained by any res- 
ponsibilitj' with regard to university education. 

Q. — Tlie position is that a large amount of money is raised in land 
revenue, local rates, cesses and income-tax from rural areas, but those 
who cojitribute more in bulk do not get the benefits, but the benefits of 
this revenue go entirely to a different class of people. 

A. — I agree that such a thing does -happen, but it is inevitable: 
every person paying revenue, may not have a son to be educated. It is 
inevitable that every person who paj’s a tax should not expect a direct 
henofit: he gets an indirect benefit, viz., advancement of the nation and 
the improvement of his .surroundings. 

Q. — ^The fact is that elementary education has been neglected. 

A. — ^Yes, it has been. 

Q, — It is these ver3' people who reside in these hamlets and villages 
that work hard, maintain themselves and contribute to the existence of _ the 
State. With their lahonr thc.v provide money which is spent in the cities 
upon different cla.sses. 

A. — I do not quite follow. The labouring classes do not often pay any 
tax. They lead a hand-to-mouth existence. The majority of them are 
lessees or cultivators or servants of landowners ; so far as they are concerned, 
they pay very little as rates except under the Village Panchayats Act. 

Q. — All that has to be done is to alter the proportion in which this 
monej' is divided between elomontarj’ and secondar.v education in the rural 
areas and liigher education in cities. 

A. — That is one means f suggest. You must also have a strict classi- 
fication of what are national and semi-national services, and how the subsidies 
from Government .should be allocated. 

The Mnharajadhiraja Jlahadiir of Jiunhimi. Q. — ^^Vhile there would be 
very great and general opposition to levying an income-tax on agricultural 
incomes, jmu think the opposition would be minimized if 3’ou tax agricul- 
tural incomes for local rates? 

A.— -Yes. 

Q. — The idea which you personally favour is lhat you would rather see 
agricultural incomes used for local rates than levy an income-tax on agri- 
cultural incomes? 

A. — That is my personal view. 

Dr. Hydcr. Q. — Suppose 3’ou cannot I’aise money for the development 
of your local areas, why should yon not levy poll tax at Be. 1 per head? 
This money would be spent upon elementary education in the very areas 
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wlioro it is raised. This sup;gcstion has not got the evil odour of a tax toi 
the reason that in America they levy poll tax for two purposes, i.o., for 
construction of roads and clemcntai-y education. What do you think of 
this suggestion? 

A. — 1 object to it ; liei'o it is not advi.sahlo to have a poll tax. The 
v.ast majority of the people are poor, and most of them are lahourei-s. 
People already pay municipal taxes, local cess, education cc.ss; , if T (to 
to a village 1 must pay for the village .something as my contribution under 
the Village Panchayat Act. For irrigation I must possibly carry a load 
of mud in my basket or find compulsory labour: that is the waj’ in which 
the ordinary man will view the question. T have not considered .the matter 
carefully, but T do not think that there will bo a considerable amount 
of 0 ])position to aujdhing like a poll tax. “We have taxes enough” is the 
prevailing feeling. 

The President. Q. — understand that you agree with the various wit- 
nesses who have told us that taxes locally assc.ssed. locally collected and 
locally spent are much more readily jiaid than taxes collected- by the Pro- 
vincial Government. We have been told that there would he no objection il 
land tax were spent in the locality. Under the new administration of the 

village panchayats. villages arc taxing thom.selves to the extent of 20 per 

cent of the land revenue. Would you have the most determined opposition 
to such a tax? 

A. — So far as village panchayats are concerned, they are organized in 
selected villages after the consent of the inhabitants is obtained to do 

certain things which arc for the benefit of the village in common. They are 

strictly speaking not taxing themselves. The headman is in charge of the 
village fund. In some places there are what are called, duck taxes, grass 
taxes or something collected for the village tnvuishii. That is tlie nucleus 
of the village fund. It may form a substantial proportion of tlio fees they 
pay- 

Q. — ^IVe have heen told that they levy octroi. 

A. — T do not think they do. A cartman inay he willing to pay one 
rupee for the whole .voar, or a village dramatic, troupe may he willing to 
pay an annual contribution to come into the village periodically: it i.s 
worked out as a sort of family arrangemont. 

Q. — Would money he available for elementary education? 

A. — T am afraid, not. The Ilogistrar-Gonoral of village panchayats 
himself admitted at a recent conforenco that very little money was available 
for this purpose, and if possible, local boards must pay a contribution to 
village panchayats. 

Q. — I’he idea tliat tlio taxes locall.v assessed and collected are much 
more readily jiaid does not apply to local board taxes. 

A. — The local board cesses are collected with land revenue. It has 
become a mamvl from 18GG. 

Q. — Other taxes, e.g., the union house tax, profession tax, etc., are col- 
lected by local autborities. 

A. — ^There i.s a difficulty in collecting them; many Unions are unable to 
got in their taxes. 1 proimso that they should bo collected by the revenue 
staff; 1 have also suggested that profession and companies taxes are illusory. 
I’hree local boards liavo alrcadj’ applied to mo to have the profession tax 
notification cancelled with the permission of Government, because thoj’ think 
that the expense of collecting the profe-ssion tax is much more than the 
resultant benefit. 

Q. — I understood you to say that there would bo far less objection to 
a local rate on agricultural incomes than there would bo to an income- 
tax on agricultural incomes. 

A. — Yes, that is what 1 said. 

Q. — Why is it so? 

A. — Because jicojilo think the local rate goes to the local henefit. 

Q. — Wouldn’t that apjily to other taxation? 

A. — ^But your question was whether it would be more readily assessed 
and more readily paid, I am answering with regard to the readiness. 

Q- — I'lay I substitute ‘willingly’ for ‘readily’ ? 

thinlr mm-Q 'iHiigly than as a general tax. 
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Q.— There will be less objection to paying a local board lax than 
a iprovincial tax, and yet you saj’ that, if more money is I'eqxiired, it should 
be levied by the Provincial Government and jiaid over to the local 
boards. 

A. — ^My premises assume that local resources cannot be augmented in 
this -svay. Local taxation has reached the ultimate limit. 

Q- — If J'ou want to get moi’e money for elementary education, for ins- 
tance, 3 ’ou are going to get it from the same people whether j'ou take it 
as a provincial tax or a local board tax. Whj^ then do j'ou recommend that 
it should be i^aid as provincial taxp 

A. — I want a portion of the x)rovincial tax to be given to me. There 
maj' be ways of doing it withoiit increasing the tax. 

Q. — Yon say it would be much more willingly paid if it were a local 
tax: then why make it an unpopular tax and pay part of it to the local 
bodj’-.P 

A. — In regard to a specific question, T said that people would like to 
have a rate upon agricultural income for local services much sooner than 
have an income-tax on agricultural incomes. 

Q. — You would not apply that more generall 3 ’? 

A.—No. 

Sir Percy Thompson. Q. — ^You think that the people in the localit 3 " would 
more willingl 3 ’ pay a tax — ^never mind who collects or assesses it— if the 
proceeds were to go to the benefit of the ]ocalit 3 ’ and not of the Avhole 
]>rovinee ? 

A.— Yes. 

Q. — As to the comparative advantage of its being assessed and col- 
lected 1 ) 3 ' the local authoi-ity or by the provincial authorit 3 ’ and paid for to 
the local authorit 3 ', that is a mere matter of convenience of administration. 
Is that it? 

A. — ^Not exactly. 

The President. Q. — Perhaps it is a matter of the size of the area. If 
it is collected in a village and spent in the village, you would agree that 
it is less likely to he unpopular. The populavi^ decreases as the area 
increases. 

A. — ^As the area increases, it would be ver 3 ’ difficult to assess or collect 
the tax. 

Sir Percy Thompson. Q. — Supposing yoa did lev 3 ' an income-tax on 
agricultural income would it bring in veiy miichp 

A. — I think there are quite a large number of j^eople who get an income 
of more than Es. 2,000 from agricultural land. 

The President. Q. — I think there are about 2,000 x^eoxile in Madras 
pa 3 ’ing a land revenue of Es. 500. 

A. — A land revenue ol Es. 500 is not necessary for an income of Es. 2,000. 
A person wlio ])ays Es. 500 as revenue is likely to get more than two or 
three times Es. 2,000. 

T)r. Paranjpye. Q. — Do you .sa 3 ' that a man who pa 3 ’.s a land revenue of 
Es. 500 makes an income from land of Es. G,000? 

A. — His gross income ma 3 ’ be that, and even more : his net income 
would be something like Es. 4,000. 

The President. Q. — The Advocate-General has suggested that ryotwari 
lands ma 3 ' be valued at fift 3 ' times the revenue payable on the lands. 

A. — That is a matter which attracted the attention of the Civil Justice 
Committee during the last 3 'ear with regard to the valuation of suits. There 
are suits of the value of Es. 3,000 which go to a munsif. But suits of the 
value of Es. 3,000, relate to land paying only a revenue of Es. 300. Land 
which pays Es. 300 as revenue is worth Es. 30,000. I may tell you that 
a x^iece of land which xmid a revenue of Es. 126 was bought for Es. 17,400. 

Q. — ^You have a list of the number -of paftas : does not that take into 
account all the joint paftas or the number of single paftas held by one 
individual ? 

A. — This does not indicate the actual number of people -with an income 
of more than Es. 2,000. There ma 5 ' be people who have pattas for very small 
amounts, but whose income from land might be large. It is not possible 
VII— 19 
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to conceive of any proportion betiveen revenue derived from the patta& and 
the actual value of the land or the income from it without careful investi- 
gation regarding the quality of the soil and its irrigation sources. 

Q. — Wo have rather been influenced by the statement from anotlier 
province as to the number ol ptitfos of small size. Your view would be that 
the number of people paying Es. 500 land revenue would be no indication 
of the number of incomes of Es. 2,000? 

A. — Absolutely no indication. 'Phcre may be a number of people who pay 
a revenue of Es. 100 or Es. 150 whose income may be more than Es. 2,000. 

Sir Percy Thompson. Q. — Who are actual cultivators? 

A. — Ordinarily when the man makes a calculation of his exiienses and 
income, both will balance. That is with reference to the jietty paftcidar. 
With regard to the iiaftndar of Es. 200 to Es. 500, they merely let i-heir 
land to other iieojile who are actual cultivators. 

The Presideni. Q. — ]f you begin to And pattadars paying Es. 100, 
that would include men with an income of Es. 2,000? 

A.— Yes. 

Q. — ^In paragraph 9 of your note you say, “The assessment and col- 
lection of the ‘profession’ and ‘comxianies’ taxes are attended with con- 
siderable difficulty’’. But is it not a fact all over India that the agricul- 
turist ]mys a good deal more towards the local services than the non-agri- 
eulturi.st? 

A. — Yesj it is true. 

Q. — In particular, ol)joction has been taken to the fact that whereas 
tliere has been no exemption in the case of an agriculturist, however .small 
his income may be, the profe.ssional man with an income of Es. 2,000 and 
downwards contributes very little indeed towards the local or general ex- 
penditure. 

A. — ^Yes. 

Q. — Have you any method of making the money-lender, the small 
.shopkeeper and persons of that kind contribute towards the local services? 

A. — I have tried my best and I do not And a way out of the difficulty. 
Tliere are people who are exorcising some sort of profession in rural areas, 
who perhaps have incomes which could be assessed under the Local Boards 
Act; but 1 have been receiving repoi*ts repeatedly that it is im])ossible to 
assess or collect anything from them, because, in the Arst place, they 
do not maintain any accounts. So on wliat basis are you going to get 
at the village money-lender, for example? 

Q. — It has been suggested to ns that a license tax might be imposed — 
simply charge so much on the iirofossion without regard to the income. 

A. — I forget now whether for the exercise of a profession a license has 
to be taken; but there may be some such license proscribed. 

(L — it was suggested liy Mr. Gopalaswarni Ayyangar that there is 
a considerable fund to be made out ol the licenses. 

A. — I think it is a iiossible way of getting at the ireople who rrow evade 
the profession tax. 

Q. — The parent of the Income-tax Act was the License Act which touclied 
even incomes of Es. 250. 

A.— Yes. 

Q. — And some of the Europearr countries have iro limit of exemirtroir to 
the income-tax. 

A. — If you are to do anything with regard to the profession tax, it 
must be done by a census taken with reference to the iiersons engaged in 
the professions, and a large number, of professioirs have to be licensed. And 
that must be done by the land revenue staff; it is beyond the means of 
the local bodies. 

Q. — I am assuming that you use the agency of land revenue staff. 

A. — ^Then there is sorrrething to be got. 

Q. — As regards motor vehicles and tolls, do yorr think that the difficulty 
would be met if they impose a provincial tax similar to the tax in England 
with reference to horse power and the proceeds were handed over to the 


lolul board for distribution iiurong the local bodies? This would fi-oe all 
motor vehicles except taxis inlying for hire from tolls throughout the 
Presidency. 

A. — I think it is possible under the existing statute to compound the 
licenses for all Jiiotors in each district. Why should not that be done wdth 
regard to all such vehicles in each locality? 

Q. — ^Tf you have this provincial tax on motor cars graded with reference 
to the hoi’se power, yon could then exempt all motor cars from tolls, 

A. — jNfay 1 point out that very little incouvonience is felt by motor car 
owners when they ])a‘'S the toll gates. T. have passed through many gates; 
I get down and pay the money and go on. 

Q. — Uly experience is difFcrcnt. 1 have to get down from the car 
and it will lake at least live ininntes for iho man to como out of the 
box. On moj-c than one occasion T had to go away without paying the 
amount and then send it with a loiter to the President of the District 
Board. 

A. — We 7nny have more rigorous rules with reference to that matter. 
If there is any fault on the j)art of Iho gate-keeper, w’e may lino him 
heavily. But 1 do not think there will be any insuperable diflienlty. 

Q. — IMy own experience is that invariably the man will have tiio bur 
put against you as soon as he sees the car at a distance. 

A. — ^Yes; the other day Jlr. MacEwan also had some trouble. The gate 
was closed at night, and there Av.as no light, and lie had an accident. There 
are such instances; hut at the same time T do not think the evil is so 
great as it is made out to he. 

Sir rcrcij Thompson, Q. — The tendency is to abolish tolls everywhere. 

A. — Perhaps wo have tolls only in this piovincc and probably in Bombay 
also. I was going to say that having regard to the rovcmie of the local 
bodies, the toll income is a .substauti.al portion of their revenue. It is 
abojit 2G lakhs in this Presidency. 

Dr. Jltnhir. Q. — Tn the case of the Dliarapnram Municipality, the tolls 
contrihntc nO per cent of the total revenue, and those of other municipalities 
contribute 7, 10, 14 per cent. 

A. — am talking of local bodies generally. Nearly .30 laklis of rupees 
is the income from the tolls all over the Presidency. That works up to 
ail average of one lakh for eacli district. Tt is not negligible. Haying 
regal'd to the past history of tolls in this province, we have to continno 
llio tolls however troublesome llicy may be. They yield a substantial income 
and it is very diiiicult to interfere with them. What o’sc are you going to 
do in this province? 

The Preshlcni. Q. — One of alleriuitivos suggested is that you should 
levy from the agriculturist a small addition to his cess which would exempt 
liim from tlic tolls, and from the other owners of vehicles, a voldclc tax. 

A. — I object to that. That is not the correct thing to do. .So far as 
fhe agriculturist is concerned, vehicles which carry mannio or seed within 
a radius of two miles from the village may be exempted, and arc c.xompt 
in some districts from payment of the toll. T do not believe it really works 
a hardship on houa fide agriculturists. 

Sir Vercy Thompson. Q . — ^^Vould you object if you liave a compulsory 
tax on motor veluclcs which would ho exempt from tolls, and a compound- 
ing tax on other kinds of vehicles: they will bo free from tolls if they like 
to pay it? 

A. — ^lu tbeory, it is all right. But in practice, it will work considerable 
liardship and- inconvenience. It will not lie possible to predict wbethor a 
cart goes onco or liftoon limes through tho gate. 

Q. — Tho man knows ordinarily what he is going to do with his cart. 
He will say “I am going to take out tho license”. 

A.— ;-Tho real objection to that is that tho man who passes tho toll gate 
often will bo the first to say that ho would pass tho toll gate rarely. 

Q. — ^^Vhou he pays the license he gets a mark on liis cart. 

A. — How are you going to differentiate between a man who does not 
use iho gate and a man who uses it many times? As far as I niidersband 
it, it is for the use of the road that ho pays. 
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The President. Q. — Jii i'acl, most of tlie J^istrict Boards have a colil- 
poiinding rate. 

A. — Yes. 1’liey have a statement taken as to vdiether it is a geiuiine 
case, and vliether" the average luiraher of times that the man goes %vonld 
be v'itliin the minimum, and -whether he is doing so for certain specific 
pxirposes. 

Sir Percy Thompson. Q. — Why is it necessary to ask that question at 
all.° Wliy don’t you allow a man to compound if he wants to do sof 

The President . — 1 do not think it is the usual procedure. 

A. — "N'ery few do it. The compounding fee, if collected, would hardly 
form a two-huiidrodth of the total income. 


Mr. T. R. VENKATARAMA SASTRI, Advocate-General, Madras, 
was next examined along with Sir T. Eesikachari, Kt. 


V/ritten memorandum of IvTr. Venkatarama Sastri. 

Jn the event of new sources of taxation being required to replace old 
source.^ that may he condemned, the imposition of a tax on property chang- 
ing hands at death may well be considci'ed. 

Duty levied under the existing law on the grant of probate and letters 
of administration is of the same nature as the tax ijroposed, but its incidence 
is uncertain and unequal and it does not fall effectively on all cases of suc- 
cession and inheritance. Except in the j)residency towns of Madras and 
Bombay and the province of Bengal, probate and letters of administration 
aro not comijulsoiy in any sen.se, and the executors and heirs of deceased 
persons can deal with their estates as effectively without, as with, i)robato 
or letters of administration. Debts due -to the deceased cannot indeed be 
rc’co\'crcd by suit without a succession certificate, the i)roduction of '^^•]liuh is 
necessary for obtaining a decree or an order by ^yay of execution. But 
succession certificates may be obtained in respect of, and Hunted to, those 
debts that cannot bo recovered cxcei)t by action and do not involve the 
payment of the tax on the Avbole estate. The result is that in places other 
than those specified above there aro comparatively few cases where suc- 
cession duty is collected. The tax is ijractically confined to succession certi- 
ficates Avhich cover only part of the outstandings due to the estates of 
deceased persons. 

Jn the towns of Madras and Bombay and the province of Bengal, 
probate and letters of administration arc compulsory under the Hindu 
Wills Act. They arc not compulsory in the sense -Lhaf the executors and 
heirs ai-e obliged to obtain probate and letters of administration and jiay the 
duty in every case. Intending inirchasers of the property of the deceased 
and the debtors of his estate may ask for the production of jirobato or 
letters of administration for their own secui-itj'. It may, however, be 
that the executor or heir does not need to dispose of any jiroiiei'ty or to 
recover any debts by proceedings in courts, or intending purchasers "of j-ro- 
perty do not insist on the production of probate. The result is that even 
in these jilaces where iirobafco or letters of administration are necessary 
for effectively dealing with the estates of the deceased, it is not in every 
case that the one or the other is obtained and the tax duly paid. It is 
necessary, therefore, to make the duty leviable on all cases of inheritance or 
succession whether or not proceedings aro taken for obtaining jirobate or 
letters of administration or succession certificate. 

We start then with this that succession duty is to bo imposed and 
collected in all cases where propei-ty changes hands at death. One is con- 
fronted with no difficulty where the property exclusively belongs to the 
deceased person. But what is to be done where the property belongs to a 
]oint undivided Hindu family governed by the Mitakshara Law? . According to 
the true theory of joint Hindu family every male member born into the 
mint faiuily acquires a right by birth in the undivided estate belonging to 
the family No person has a specific share until a partition is actually 
made. But at .any given moment there is a definite share to which each 
member is entitled m the souse that if a partition were then made lie 
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Would 1)6 entitled to have that shai-e allotted to hiin. if the uiember die? 
ivithout obtaining a partition, his iiotential share lapses to the family hy 
ivhat is called- survivorshiii. There is in strict legal theory no property 
passing on his death to 0113' other member. Though this is good Hindu 
Laiv, it cannot be used and ought not to be alloived to be used to resist 
the levy of the tax and indeed the High Court of Madras included the 
i-alue of the share to which the deceased person was entitled in joint family 
projiert3' for the purpose of calculating the probate _dut3' that had to he 
paid on his estate. To exempt a joint Hindu famil3' from taxation on 
the ground that no propert3’' passes on the death of a member to his heirs 
i.s unjust to those Indians that are not governed hy the Mitakshara school 
of Hindu Law and makes the incidence of taxation unequal. I iiuf, aside, 
therefore, the idea that a joint undivided Hindu family is not to be taxed 
qu the ground that theoretically there is no succession in a joint Hindu 
i’amil3'. I proceed on the footing that for the purposes of this tax each 
member of a joint Hindu i'amil3' is entitled to a specific share of ascertainable 
value 1)3^ which the joint famil3’ benefits b3' his death without efl'ecting a 
partition. 

'Pile next question is, when and how the joint family is to be taxed. 
Thoio are tlij-ee alternatives suggested in the questionnaire. The third 
idternativo of a coiqioration dut3' .1 put aside because it is unfamiliar to me. 

J am not satisfied with the first or the .second .alternative, l)ut I suggest 
what might bo said to bo a combination of both. 1 do not like the first 
because it involves a harassing Iev3' of tax on the share c'f each child that 
might be born into the family and die within .21 hours of birth. In large 
t3’pical joint families this might haijpen prett3’ frequently and it would 
be extremel3' inconvenient if the death of each person born into a joint 
family involved the payment of the tax. Either this mode of fixing the 
tax must be abandoned as unsuitable, or it must be laid down that the 
death of no member of the joint famil3' who is not an adult or who is not 
above a certain age at death should involve the payjnent of the tax, except 
when ho happens to be the sole owner of the i)j’operty. 

The second altei-native is the lev3' of the tax on the death of the managing 
member of tlio family. The net result of the course may not be ineqtiitable, 
Init 1 can conceive individual cases where the method may bear hard on 
the famil3-. .1 should personally prefer to levy the tax on the topmost 
member of each brunch and on the value of the share of his branch. That 
is to sa3', the joint family in the Mitakshara provinces should he treated 
for the purposes of this tax exactly as if it were a Dayabhaga family. 
To make the matter clear, let me take by way of illustration a joint family 
consisting of a father and four sons with grandsons b3^ each son. On the 
death of the father and manager of the famil3' succession dut3' will he 
pa3mble on the full value of the family pi:opert3’^ exactl3' as if he were the 
owner and his descendants took the propert3’ by inheritance from him. 
The eldest son will succeed to the management of the joint family estate. 
On his death the family udll on this alternative again pay a f\ill tax on 
the family property and the same thing will happen by the other three 
sons successiveb' becoming managers of the family and dying subsequently. 
It is of course conceivable that while yet the eldest brother is the manager 
of the famil3'^ the smuiiger brothers may die and the famil3' will 1)03' 
310 taxes on_ their deaths. But it is not a natural or normal course of 
events and if the father and the four sons succeeded to the luanagement 
and then died the family would b3^ that time have paid the tax on the family 
])roporiy five times. To avoid this result^ my suggestion is that each of 
the four brothers should be treated as entitled to four-fourths and on the 

death of each or 0113' one of them tax .should be paid on onl3* one-fourth 

of the estate, so that on the death of these five persons the famil3’ would ha^'e 
paid not five times but onl3^ twice the amount of the tax pa3'able on the 

full value of the estate. During the lifetime of an3' of these four sons 

the death of no descendant would involve the payment of an3' tax. This 
illustration would make my suggestioii sufficiently intelligible if I ex- 
pressed it tliTis Succession dut3' null be payable on the death of 
a member of a joint Hindu family who has no ascendant alive and on 
the value of the share of the family property to which he or his branch 
was entitled at his death. 

As for the scale of taxation I consider that it would be felt a great 
hardship if more than 5 per cent were to be charged except in the case 
of big estates and the succession of remote relations. In the case of heirs 
falling wibhin tho limits of natural affection, the tax should he loviel on the 
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scule to bo mentioned prcbontlj' and in other cases the scale is to be doubled. 
The scale that T suggest for the heirs w'ho are relations in the first degree 
is this: No tax is to bo levied on estates valued in the manner to bo here- 
after mentioned at Ks. 5,000 or loss. For estates up to 11s. 10,000 tax is 
to 1)0 levied on the oxfcess over the exempted Fs. 5,000 at 2 per cent; on estates 
over Ils. 10,000, and up to Es. 50,000, tax should bo paid at the amount of 
tax duo on Es. 10,000 plus 3 per cent on the excess; on estates betiveen 
Es. 50,000 and Es. 1,00,000 tax .should bo paid on the excess over Es. 50,000 
at 4 per cent, and this in addition to the amount of tax on Es. 50.000; for 
estates of the value of over Es. 1,00,000 and up to Es. 5,00,000, 5 per cent 
on the excess -shall be added to the tax on the Es. 1 ,00,000. Between 
Es. 5,00,000 and Es. 10,00,000, 7 xior cent. Above Es. 10,00,000, 10 per cent. 
To describe it .shortly, the duty is to be calculated somewhat in the manner 
of court-fees except that the _i)ercontagc ])ayablo by way of court-fee.s 
decreases as the claim in suit incrca.sos in value, while the .succession duty 
increases in ])orcentago as the estate increases in value. 

'J'ho |)roi)osal may be .vecu at a glance as put below: — 


ns. 

0 

ns. 

6,000 


No tax 

ns. 


10,000 

-p- 

c, on cxoe‘-s over 

6,))))0 

10,001) 

.60,000 

3 

5) 
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1,00,000 

1 

Ji 

60,0)))) 

1,00,000 

6,00,000 

6 

M 

1,00,000 

6,00,00)1 

10,00,000 

1)1,00,000 

7 

n 

5,00,000 
on the excess. 
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Eelations in the fust degree, in which category T place all those who are 
descendants or ascondfints of the deceased or his collateral relations being 
descendants of an ancestor not remoter than the grandfather, maternal or 
paternal, will jjay on the above scale. Other relations will pay double the 
rate. 

Even of the relations in the first degree, the sons, grandsons or great- 
grandsons or the daughters or their sons may be taxed on their .shares instead 
of the tax being fixed on the whole estate and each bearing a proportionate 
part of it. 

Should there be a specified method of valuing properties for the pnr- 
jioso of sncce-ssion duty, or should it he left for decision in each casep 'J'ho 
value of ])roportics varies so much in different localities tlnvt one may 
well take the view that it should bo decided in each case having regard 
to local conditions. On the other hand, the nature and individual tomiiera- 
meiit of officers might produce considerable inctpialities in the c.stimate of 
value. It will avoid all pcr.soual equation and consequent hardship to have 
a definite statutorily fixed method of valuing iiroperlics for the levy of 
this duty, 'fhero can be no method proscribed for the valuation of movable 
property. It must bo left for valuation in each case, inequalities being 
inevitable. As to immovable properties 1 .should .suggest that ryjtwnri 
lands maj" bo valued at -50 times the revomio jiayabJo on thodands; porma- 
nentlj’-sottlod estates might ho valued at 75 times tho i)erjnanont asse.s.s- 
nieut or pc-di/.-us/r; and inam lands might bo valued at 50 times tho assess- 
juonti they would pay if they wore ryotwari lands. 'I’he as.se.ssmci't whicli 
the iuani lands would boar if they wore ryotwaid lands is oven now cal- 
culated for some puri)()ses. House ))io])erty may ho valued at ]2 to 15 
times the annual value of tho lands. I am strongly in favour of fixing tho 
mode of valuing property in some such rough and ready manner. 

Now [ .shall proceed to give answers to Qs. 137 to 146. 

Q. 137. — The que-sfiou stands .'inswered in the opening xmragrajdi. 1 
am in favour of tho levy of duty on .succession and inheritance. 

Q. 138. — All throe principles are worth accepting and have been nv 
membered in tho scheme f iiroxtosc. 

Q. T39. — If ‘unchanging rates’ uieant that tho rates wore not to bo 
graduated, I do not accoxit its validity. But 1 take it that it only moans 
that tho equal operation of tho tax depends upon its continuing unaltered 
for considerable periods of time and that it therefore ought not to bo a 
temporary tax or a tax at rates varying from year to year. 

(2) I agree to this jn-inciplo as I understand it, and a scheme worked 
by the. Central Government and calculated to lovj’^ tho tax equally in all 
coses without allowing any case of sriccossion or inheritance to escano from 
lls equal incidence recognises its validity. 
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(3) I suggest the collection of- the tax by the Central Government. 
But 1 recognise the likelihood of richer provinces objecting to this course 
as disadvantageous to them. 

■ Q. 140. — have not adopted any of the schedule of rates set out in 
annoxure P and stated to be in force in different countries. I have sug- 
gested a schedule of niy ouui. 

Q. 141. — have rejected the third alternative proposed, nor have 1 
accei^ted either tlie first or me second. I have suggested vhat is a combina- 
tion of the first and the second. , 

Q. 142. — see no difficulty, in collection. T suggest its collection along 
with the x^eshhash in estates and by the income-tax authorities in other 
cases or by the income-tax authorities in all cases. 

Q. 14.3. — The difficulty pointed out may in some degree lie true in all 
countries. But it is more true of India as often a large number of thrift- 
less iieople depend on one competent earning meml)er. T have taken sufficient 
account of this consideration in fixing the rate at which the tax should 
he levied in this country. 

Q. 144.- -Enforcing payjiient bj* merely invalidating transfers is i!ow 
in force in some places. Even there it is ineffective by itself. It is in any 
case imiJracticable to applj' it to movable property other than stocks and 
shares. 

Q. 145. — The agency for the collection of income-tax may .generall.v be 
utilised for this jjurposo. 

Q. 146. — 1 have suggested that exemption should apply to properties 
of the value of Bs. 5,000 and below. 


Mr. Venkatarama Sastii and. Sir T. Desikacliari gave oral 
evidence as follows 

Dv. Faranjyye. Q. — ^You are in favour of death duties if it is sxig- 
gested that more sources of revenue should be found outr' You consider that 
inheritance and succe.ssion duties ai’o legitimate sources of taxation? 

>Sir T. Desil-acharj. A.— My conclusion is; “Considering the subject 
from eveiy point of view, it appeai-s to me to be not expedjent to levy a 
tax on .inheritance and .succession except in a cpialified waj' on legacies and 
testamentary succession’’. 

Mr. Tcnl;rti(tramn Sasiri. A. — 1 think it i.s legitimate. The incidence is 
unequal at present as between communities: T may go a little further and 
say that even with regard to the same community, in some cases they are 
obliged to take out probate or letters of administration and in other cases 
they are not obliged to do so. Tiie result is that though there are a number 
of cases of succession, some i)ay and some do not. 1 ■wish the law to be so 
devised that every one of these cases will have to pay alike. 

Q. — ^iVt present pjactically, onlj^ when a man 'rants to have the probate 
or the succe.ssion certificate and makes use of it he has to pay and not 
otherwise? 

A. — ^Y"es. 

The Maharajudhirafu Jjahadvr of Burdican. Q. — When you say that all 
should be made to pay, you meail that eveiwone should pay but the payment 
may not be uniform? 

A. — I mean that every case ought to be made to pay according to a 
scheme that may be devised. 

JDr. Parunjpye. Q. — And that scheme must be uniform to all com- 
munities ? 

A. — I'es. 

The Maharajadhiroju Bahadur of Binxhvan. Q . — ^Apart from the ques- 
tion of rates, don’t j’ou think that communities like the Indian Christian 
community have been treated so far on a different footing from that of the 
Hindu community, ' for instance? You could not by a stroke of the pen say 
now “we are going to have a uniform rale in ail cases’’. Because apart 
from the occasions on 'vhich you ]ev.v these duties, are there not other cir- 
cumstances which require differential treatment? 



A . — do not tliiiik iluit tho difference in your personal Iuav is a ground 
for differential treatment in taxation. At any rate, that is not the view 
t have taken. 

Q. — ^^Vhat I mean is this. In the case of the Hindu joint family there is 
a difference of opinion as to whether each share should be taxed or, as you 
say, whether you should tax on the death of the l:arfa. As you put it in 
ijago 389 of your memorandum, there is one difficulty arising on the death of 
the l-arfa. When a harta dies leaving 4 sons and 4 grandsons, although under 
the llitakshara Law, which is prevalent in these parts, each man has got 
a legal right to a share of the ancestral property, yet if the l:arta has not 
divided tlie property, it may bo quite feasible that because the harta is 
dead, you ‘should levy tho death duty on the whole property. 

A.— Yes. 

Q. — ^Bnt supposing the harta has partitioned among tho four sons, then 
if yon levy on the whole property, don’t yon think it will bo an artificial 
levy, because the propertj' ns a whole has ceased to e.xist? 

A. — It is a choice between two .alternatives. If they had divided, llio 
harta would liaAm taken ono-fifth, and tho tax woitld fall onl 5 ' on that one- 
fifth j and the share of each of tho sons Avould .also ho paying on his one-fifth. 

Q. — My point is this. You know that at present large properties pass 
either as gilt or as settlement in the lifetime of the proprietor ivithout 
even a small stamp duty being jmid. It is very frequently done perhaps 
with an ordinary stamp duty. 

A.— Yes. 

Q. — Of course, yon could not stop that by law. Only '•on can make the 
stami) duty bigger. J3ut .snpi)ose the whole ancestral ])roperty comes to 
one lakh ol rupees. Under the joint family system, supposing the four 
grandsons are all grown iip, tho property will bo divided into eight shares. 

A. — It will bo ono-fifth for the grandfather and one-fifth for each of 
the four sons, and each of the sons will divide liis share with his children. 

Q. — So, it will h.ave to be divided into five shares. Now suppose the 
grandfather has divided it among his sons. The property li.as actually 
passed out of tho hands of the harta. That is, the harta does not got 
any benefit of it. The sons get tho benefit. He has his ono-fifth and when 
ho dies th.at ono-fifth will become ancestral property. 

A. — ^Yes. 

Q. — Therefore, on th.at one-fifth all the shareholders will have to paj’. 

A.— Yes. 

Q. — But I cannot follow why tho others should pay for a .shai‘e_ of tho 
property which they now posse's, T think it would interfere with the 
Law of IMitakshara. Wo are here to consider two aspects of the question — 
the feasibility and the desirability of the death duty. On the question 
of desirability, probably there may be no two oi^inions. But on the question 
of feasibility, there may bo many opinions. 

A. — According to the law in Bengal, the person who is called- the 
harta will be the absolute owner of the projierty. So far as the Mitakshara 
provinces are concerned, my idea is this : either you must levy a duty so as 
to fall on all communities alike, or you must not impose that form of 
taxation at all. You c.annot have it for some communities and exemi^t 
others. 

Q. — My difficulty is this: In a Mitakshara family where you have Hio 
law of primogenitxire, it is A’ery easy, because whether the man has ten or 
fifteen sons, the one sole proprietor can be charged at a certain rate. But 
where the law of primogeniture does not exist, is it fair on those who suc- 
ceed under a well-established Hindu Law that, because the harta has died 
the shares which they have been enjoying during tho lifetime of the father 
should also be assessed? 

A. — My point is this: The only logical footing that can bo taken ac- 
cording to j'our argument would be that on the death of each, tax his parti- 
cular share. I consider that there are certain difficulties in the way of ap- 
plying that form of taxation to the joint family for the reason that the 
birth of a child and its immediate death would mean taxation of the 
particular share which that child inherited on its birth, and which passes 
on its death to the other members. That is the alternative. 
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Q, — I was thinkinp; is this: Suppose under ilio Sfilakshara Law 
a father has four sons and he does not divide tlie property, tiioiigli lio 
covhl have done so. 

A. — If ho iiad divided, tlien ho would ho in the same ijosition . as a 
Christian. He is the sole owner of tlio proijerty and there is no difficulty. 

Q.— Under the Jlitak.shara Law, would it be possible to make the 
differeiitiation in the case where there has been no division in the life- 
time of the father? You say that theoretically thei-o are five shares. Lot 
us not consider the grandsons now. Theoretically, each of the sons has got 
onc-fiftli .share. Suppose the father dies. Now since the Jearfa dies with- 
out partitioning, you can impose your death duty on the whole estate. In 
a case wliore the partition has taken place and sons have separated from 
the father and have been enjoying their respective shares in the jiroperby, 
why should you levy the duty on the whole c.state? 

A. — Yo\i do want taxation on the joint family. Then there are two or 
three possible alternatives. One is to tax every death on the ])articular 
share which the deceased^ person posse.sscd at the moment in the joint family. 
But I think that would involve a hara.ssing imposition of a tax which might 
have to lie paid every year in a typical joint family. 

Q. — Snj)po.so there is a safeguard in the c.nse of minors and infants. 

N/r Vcrcij Tliompaon. Q. — IVould it ho feasible not to charge on the 
death of infants on the ground* that the infant is not entitled to demand 
partition? 

Sir T. JJesil-nrhari. A. — It will bo entitled to demand partition in 
certain ca.se.s. 

-I/r. Vetihofarama Snsfri. A. — If the theory of taxation is that the 
.share passing on death should bo taxed, then that child does pa.ss a certain 
share. But I agree that safeguards could he devised. 

The ^faharajadhinija Jldhadur of Jhirdimv. Q. — On page .‘18!) you say 
“Either this mode of fixing the tax mu,st be abandoned as unsuitable, or it 
must bo laid down that the death of no member of the joint family who is 
not an adult or who is not aliovc a certain age at death should involve the 
payment of the tax, except when ho haj)pons to ho the sole owner of the 
property.” Suppose this .suggestion of yoiirs woj'c accepted in .some shape 
or other, then would not the alternative which wo have been just discussing 
be possible? 

A.— Yes. 

Q. — That is, taking the duty at the death of each individual? 

A. — Yes; you can limit it to the share of the deceased. 

Q. — So do you think that that would bo more palatable to the Hindu 
joint family than the other two alternatives which you have in 3 'our 
mind? 

A. — I cannot saj' whether it will bo more palatable or not. 

Q. — Being a Hindu myself, I have also got to consider the question froir. 
the a-spect of a Hindu. Therefore, wo have also to find out what wonli 
be the kind of death dut.v which would be least objectionable to the joint 
Hindu familj’. 

■ A. — I do not think there would be anj- great objection in the ultimate 
proposal that J have made. 

0. — I want to make my illustration quite clear. Theoretically, each 
man had one-fifth share, because there would be no actual partition. Under 
the Alitakshara Law, yon would levj’ the death duty on the whole estate? 

A. — ^AVo are tr^’ing to legislate. 

Q. — What I have in mj- mind is this. Let us suppose the son has 
quarrelled with his father and there is onlj' one son, and during the life- 
time of the father there was a partition. Then the propert.v becomes 
half and half. Supposing the propertj' is worth one lakh of rupees, when 
the father dies his property' is worth onl,v fifty thousand rupees. I ask you 
whether j’ou will bo justified in levying a death dutj- on the value of one 
lakh of rupees or fifty thousand rupees? 

A. — ^I do not think it is quite nnju.stifiable. It is a question of choice 
between two alternative modes, 

VII— 60 
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The President. Q. — ^AVould either of these proposals be more likely 
than the other lead to the break-up of Hindu joint families by forcing 
partitions ? 

A. — I don’t think so. 

Q. — ^klay I make my case more clear? Supposing you have a graduated 
scale of duty, your duty would become more heavy" on large estates. Your 
second alternative is to tax the whole property. Therefore, the levy would 
be higher than under the first iiroposal. Do j'ou think the second alternative 
would not induce people to break up the family? 

A. — There are other considerations which will keep the family together. 

Q. — We have been told by some of the witnesses that this tax would 
sound the death-knell of the Hindu joint family system. 

A. — I think each one expresses one’s own views. 

Sir Percy Thompson. Q. — The idea of a death duty is to levy a duty on 
the property passing on the death of a person. Supposing you iiave a joint 
Hindu family with assets of Rs. 1,00,000 and assume that there is the father 
and one son. The father dies; what is the value of the property passing? 
Surely it is what the father’s interest would sell for subject to the liability 
of the son’s claim. Therefore, would not the value of the property passing 
be Es. 50,000? 

A.— Yes. 

Q. — ^Therefore, before departing from the principle of charging on the 
value passing on the death of a person, strong reasons are necessary. Are 
there any? If you make a restriction which is being suggested by the Maha- 
rajadhiraja that you ought not to charge on the death of minors, the 
number of deaths is certainly not going to be great. 

A. — It obviates some of the difficulties that I tried to get rid of. 

Q. — Is it not quite fair? 

A. — ^Yes, my idea is both those methods would work finally, so far as the 
joint family is concerned, in exactl 3 " the same fashion. 

The President. Q. — ^^Vhen Sir Perej' Thompson was referring to the 
second alternative, he meant the second alternative in the paper, is it not? 

A. — I understood what he meant. 

Dr. Paranjpye. Q. — I go further. In England death duties involve suc- 
cession duty, because ordinarilj" there is no succession except at death. _ In 
European countries death duty and succession dut 3 " ai'e practically identical. 
On the other hand, in the Hindu Law, death and succession are not identical. 
Propert 3 " passes at birth also. On the other hand, if we restrict ourselves 
to a duty at death only, that will not be exactly on a par with the duties 
levied in Europe. While in the case of Christians death duties would be 
the same as in other foreign countries, in the case o-f Hindus, it would 
not be so. 

A. — do not know that. Perhaps 3 ’ou are looking at it too logically. 
I think duties at birth cannot be contemplated. 

Q. — I am not contemplating that. I am reall 3 ’’ in favour of 3 "our alter- 
native. 

A . — As far as I am concerned, I am not very particular which of the 
alternatives is taken. I do not want any" harassing duty on the death of 
each child. 

Sir Percy Thompson. Q. — There is a logical reason apart from the ad- 
ministrative difficulty" in not charging upon the birth of the child. The 
duty is paid when everybody can afford to pay. A child is born and takes 
part of tlie property belonging to his father. Surely" the father can least 
afford to pay when his pocket is affected. The whole merit of the tax is 
that it is taken on a windfall. 

A. — ^I am not dealing with the case of taxation on the biitli of a 
child, but on the death of the child. 

Q. — ^The ground for exemption from death duty" on the death of the 
child is substantially that he has not got a right to demand a share for 
himself. 

A. — ^The question is has he not taken the property"; and does it not 
pass on his death. You must agree that the child since it is born lias taken 
a share of the family property" and the family again gains on his death. 



\Vliatevor the reasons may be tliat 'vre gh'e for exemiiting that case, T talie 
it, on the whole, everyone is agreed, that there is a case for exemption. 
You must exemxjt on one ground or another. 

The President to Sir T. DesiJcachari. Q. — ^May we know generally 

your reasons for limiting this duty? 

Sir T. DesiJcachari. A. — ^If any tax be imposed, the exemptions that 
have to be necessarily made should not he so great as to induce the feeling 
that one portion is taxed and another portion is exempted. That is what 
I have stated. I, therefore, want to impose the probate duty only on Avills 
not deposited nor registered. 

Q. — ^Yk^ould not that be unequal to tax only peoi^le leaving wills? 

A. — If there be a will and testamentary succession the person gets the 
property by the will of the testator. He did not expect to get it. Practi- 
cally it was given to him by the testator. There is no reason wh5' he should 
grumble if he has to pay a probate duty. 

Q. — You Avon’t exempt the present communities that paj’? 

A. — I won’t: I am not saying anything new. The Indian Christians have 
been exempted from the necessity of obtaining letters of administration for 
the whole estate. They have by a recent Act been enabled to take only 
succession certificates for the purpose of realizing their debts. It was 
pointedly mentioned before the Civil Justice Committee that Europeans and 
Anglo-Indians are compelled to pay the tax. Thej’ are not Hindus nor 
cojiA^erts to Christianity, and tlierefore they have been paying the tax. My 
own A'iew is that in the joint Hindu famil3’ there is no succession. Unless 
there is a succession, there is no question of death duty. In South Kanara 
and Malabar, there is no division of propertj' at all. They cannot under- 
stand anything like a duty on succession. In South Kanara and in Malabar, 
and also in Mitakshara joint Hindu families, it appears to me to bo going 
against the long-established tradition. B5' introducing this, you will be con- 
fusing and Aipsetting the Hindu Lav.' Avhich has been respected so long 
by tlie British Government. 

The President. Q. — I understood the Hon’ble the Advocate-General to 
saj' that taxation need not affect the personal laAV. 

A. — He was assuming thfiro was succession when there is not. As pointed 
out by the Maharajadhiraja Bahadur, there Avould be a certain amount 
of interference ivith our personal laiA-s. I say it would lead to the breaking 
up of the tradition which has been observed by the British Government eA'er 
since thej' came here. 

Q. — Thej' are quite separate — the laAv of succession and taxation of pro- 
pertj' passing on death. 

T/ic Maharajadhiraja -Pahadnr of Biirdwan. — He contends that, in this 
case which he has mentioned, the pi'opertj' does not pa.=s on death. 

A. — ^If a house belongs to a father and a son, the father is as much 
entitled to it as the son. Each is the OAvner of the aa-IaoIo and part of the 
IJroperty to which he is entitled, and neither of them can predicate any 
portion as his. 

Q. — Ho has a beneficial interest? 

A. — ^As I understand Hindu LaAv, ho has no beneficial interest such as is 
connoted by the term in any other legal system. 

Mr. V cnlcatarama Sastri. — ^Under the English LaAv there are cases AA'here 
the property passes by surviA'or.ship. Such cases under the Finance Act are 
treated as succession for taxation purposes. 

Sir T. DesiJcachari. — There is another anomaly. A Hindu need not 
obtain letters of administration, j'et if he Avants to gefc Government promis- 
sory notes or anj'thing else of that nature under a Avill he has to obtaiji 
letters of administration or probate. 

TJic President. Q. — ^ 3 Iy point for the time being is this. A man dies 
under the present conditions in possession of the joint familj' projAertA', 
that share is ascertainable and liable to probate? 

A. — ^It may be ascertainable by partition or Ijy agreement and not till 
then. 
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Mr. VciiJ^atarama Sastri. — The executor does not take joint family 
share, but when he is called on to pay probate duty ho pays not only on the 
property passing by will but also on the property which is passing by sur- 
vivorship. 

’ Sir Percy Thompson. Q. — It is not necessary to show succession. There 
is a valuable interest in the propei-ty and it goes to somebody. I do not 
care who the inan is. The value of the property is not lost. 

Sir T. Desilcachari. — It does not go anywhere. The property was 

already there and the man was enjoying it. 

Mr. Venhatarama Sastri. — That is connected with the underlying meta- 
physics of the Hindu joint family system. 

The President. Q. — AVould the increase of taxation on property jiassing 
at death tend to increase the number of partitions? Would it be necessary 
to accompanj^ it by taxation of partitions? 

A. — It did not strike me so when I read it first. Divided or un- 
divided, that is the share which is going to be taxed. 

Sir Percy Thompson. Q. — If you tax the share, it does not matter? 

A. — Surely so. 

Dr. Paranjpyc. Q. — In any scheme of death duties, you will have to 
obviously make some provision with regard to gilts? 

A. — I think three years is the rule in England. 

Q. — ^Would not a partition within the same period be practically a gift? 

A. — I do not think so. 

Q. — You say, “Succession duty will be jiayable on the death of a mem- 
ber of a joint Hindu family who has no ascendant alive, and on the value 
of the share of the family property to which he or his branch was entitled 
at his death’’. 

A. — Y'es. I think one of the two things I was quite willing to have, 
and in each case 1 calculated what each system would work out to so far as 
the joint families were concerned. J thought the families would not lose 
anything on either alternative though I preferred one of them. If this 
Committee thinks that it is more logical to adopt the share of the man 
as the basis for taxation, exempting the younger members of the family up to 
18 years, I have no objection. 

Pr. Paranjpyc. Q. — I will put to you just a concrete case, the case of 
a Hindu and the case of a European. There is one Hindu and one Eui’opean j 
and neither has any son at present. Each has inherited one lakh of rupees 
from his ancestors. After each has been in po.ssession, each gets a son. Well, 
the Hindu dies; according to this system of taxation, the share of the pro- 
perty will be chargeable Avith a duty on fifty thousand rupees. On the other 
hand, the European Avill be charged on one lakh of rupees. 

A. — 1 think if the European had lost 50,000 rupees before his death, 
he Avould be charged only on 50,000 rupees. The birth of a son to the 
Hindu is the same as a loss of a certain share. 

Q. — In this case tivo people inherited exactly the same amount of pr^ 
perty; each of them gets a son, but after all a Hindu on the death oi his 
lather will be chargeable on a property of 50,000 ruiiees, Avhereas the 
European on 1,00,000 ruiiees. I consider that this is a great inequality 
betiveen the tivo. 

A. — There is a compensation. The Hindu son, if he dies before his 
•atlier, pays a tax on Rs. 50,000 udiich the European’s son does not paj' at 
all. 

. Q- — Take the ordinary case; the sou ivill die 30 yeai's after the death 
ol the father. 

A. — am considering the case of the son dying befoi-e the death of the 
father. The Hindu does iiay a tax, 

Q- — Take tlie , ordinary case over a generation of 30 years. In each 
case at every interval of 30 j’cars the Hindu family Ai'ill pay on 50,000 
rupees, whereas a European family Avill pay on 1,00,000 rupees? 

. yenhatarama Sastri. A. — ^No system of taxation can be quite 
logical. 



Sb' Percy Tliomi>sov. Q. — an Englisliiiuin did voluntarily ivliat the 
Hindu does by law, lie would be in th6 same position as the Hindu. Where 
is the inequality? 

J}r. Parunjpijc. — No partition could be stopped. If a Hindu consciously 
and deliberately leaves the property, they will be on the same level. 

Mr. Vcnhaiarama Sastri. A. — In the case of a Hindu 50,000 ruiiees is 
lost on the birth of the sou; it is not lost in the ease of a European. 

The President. Q. — ^You say that the percentage payable bj^ way of 
court-fees decreases as the claim in suit increases in value, while the succes- 
sion duty increases in percentage as the estate incicases in value. Is that 
right? Another judicial authoiltj' has put it to us that it ought to be the 
other waj"^: the bigger the value of the suit, the higher should be the rate. 
He would graduate the court-fees just as j’ou would graduate your succession 
duty. I wanted to ask you whether you agree with him. 

A. — I think not. If a man has a large estate to recover, should he be 
made to pay lieavy duty when not in possession of the property before he 
can bring the niatter to the court? That is what it conies to. You know 
the judicial administration already pays its waj' and leaves a balance. 

The President addressing Sir T. Dcsihachari . Q. — Did you find this 
anywhere during the course of your tour with the Civil Justice Cominitteo? 

A. — ^Ever 3 ’where except perhaps in Burma the court-fees collected were 
not commensurate with the exxiense of obtaining iirobate or letters of 
administration and in Calcutta I found that there was a substantial sum 
left over. Even supposing j’ou take into account iiensions, buildings and 
certain other things connected with the judicial administration as part 
of the cost of that service, still a substantial sum was left over for general 
inirposes. 

Dr. Paranjpyc. Q. — Did you make any alloa’auco for the time taken by 
the judge in administering criminal justice? 

A. — ^T\'’e were not given any particular terms of reference with regard 
to such matters. But witness after witness said that the courts wore paying 
much more than was needed for the service rendered by them. 

The President. Q. — You did not make any analysis of the figures? 

A. — ^I made a rough analj'sis. Sty idea was that in most of the iiro- 
vincos after paying for both criminal and civil justice, there was a sub- 
stantial sum loft over which was being utilized for other puriioses. 

Q. — Did j'our calculation include iirobate fees? • 

A. — Yes. The sum collected on succession duty and probate duty has to 
be included in the calculation because thej' are both collected as fees under 
the Court-fees Act. As I pointed out verj' little work is done by the court 
which grants probate or letters of administration. 

Q. — The stamp duty on a bill of entrj' has nothing to do with court- 

fees. 

A. — Anj'how j'ou collect it not as a tax, but as a fee for the services 
rendered. 

Q. — Should we not analj'sc and eliminate taxes on transactions — court- 
fees, stamiis, bills of eutrj', etc.? 

A. — I have not the slightest objection to have it done, but the difference 
in the net result is negligible, hly idea is that court-fees are collected out of 
all proportion to the Services I’cndered by our courts. 

Mr. Venhatarnma Sastri. — On that particular question one reason occurs 
in the case of succession. If a man gets property bj’ death, you get a 
share in increasing ijroportions as the property goes ujj. In the case of 
court-fees he is suing for the proiierty which he maj’ or may not get. You are 
giving him simxilj* an opiiortunity to place the matter before the court. 

Q. — ^^Vould 3 'ou take anj' extra coui-t-fees if he succeeds? 

A. — In some cases it is allowed. A i)auper sues without anj' court-fees 
and pays after success. But I do not know if it is ijossible to make anj' 
distinction between the case in which he succeeds and in which he does 
not succeed. I am suggesting the reason whj' in the ease of succession duty 
the tax increases when the property goes up in amount. 

Sir T. Dcsihachari . — ^You are putting a question to the Hon’ble Advo- 
cate-General as to the amount of court-fees to be paid in proportion to the 
value of the suit. I find that the Avor-k done by the court in a money suit 



concerning two lakhs of rupees is nothing at all conij)arccl with the work 
done in an injunction suit valued at fifty rupees. There is a great deal 
of anoinalj" in that matter. T do not think it is proper to have the court-fee 
paid upon the valuation of the. suit fixed at the plaintiff’s pleasure. It must 
be on the nature of the suit, and not on the value of the suit as fixed by 
him or by any arbitrary rule. 

The Frcsident. Q. — Is a fee levied for such suits in the High Court? 

Mr. Venhatarama Sasfri. — The High Court has a .sj’stem of sitting fees 
on the Original Side. 

Sir T. Desikachari. A. — In ]\rj'soro I think there was a scheme to collect 
court-fees in the first instance for the whole suit and to remit a portion of 
it if the suit u-as not contested. With reference to injunction suits which 
relate to property of high value, wo should not allow the plaintiff to value 
his own suit, altliough it may he nocessarj' to value tlie property itself in 
order to get iiossossion of the i3ro2iorby. 

Mr. V r.nkatarama Saslri. A. — I tliink there is provision regarding the 
making of rules for the valuation of such cases under the Suits Valuation 
Act. The power has never been exercised hj' Government. 

Q. — We cannot compel the High Court to do that. 

Sir T. Desikachari. A. — The Government and the High Court have to 
make rules under the Suits Valuation Act in order to make co\H’t-fees apiiroxi- 
mate as far as possible to the value of suits both for 2 )ur 2 )oses of court-fees and 
jurisdiction, but Jiothing substantial has been done. 

Q. — That Act is in-actically a dead letter? 

A. — Not exactly : some rules were framed but they are crude. For 
all purposes practically vahiation for court-foes is the valuation for pui-poscs 
of jurisdiction. So, if I institute a suit for injunction Avith reference to 
l^roporty worth three lakhs of rupees and ask for an injunction valuing the 
claim at Rs. 3,000, that suit will go to the District IMunsif avIjoso jurisdiction 
is up to Rs. 3,000 and not before the District Judge. The court-fee is paid 
on Rs. 3,000 and not on throe lakhs. There are many anomalies of this kind 
Avhich haA’^e to be corrected if you Avant to leA-y your coui-t-fecs on a rational 
basis for services rendered. 

Q. — Would it be possible for both of you to give us a fcAV notes on 
detailed items of the schedules : the AA'hole thing wants recasting. 

A. — ^^Ve Avill try. 

Q. — ^IVould you please explain your statement, "In trade accounts 
maintained in the mofussil as they ai’O uoaa' and are bound to bo for a 
long time to come, acknowlcdgiuents of probath'e value have to bo acceiitcd 
in evidence by a straining of the proA’isions of the Stamii Act”? 

Sir T. Desikachari. A. — ^Let us take a busy municipal area Avhoro you 
find documents signed Avithout any stamp in effect promising to pay a sub- 
stantial sum of money. What couris uoav do is to treat them as not bonds or 
as promissoi’3' notes, but as acknoAvledgments or as agreements not othoiAA'isQ 
jArovided for, and collect eleven times the stamp dutj’ paj’able on that basis; 
it so happens that these acknoAvledgments or Ajndortakings to jiaj' are really 
chargeable Avith Rs. 50, Rs. 60 or OAmu Rs. 100 as stamj) duty and taereforo 
eleven times that Avould be Rs. 1,100. That sort of anomalj’ exists and 
courts, in order not to harass litigaiits and for rendering substantial justice, 
do not shut out valuable evidence and often construe instruments which are 
not acknoAvledgments as acknoAA-ledgments or agreements not otherwise i)ro- 
vided for. 

Q. — The reason for that is that the dutj' on a bond is too high. 

A. — ^The penaltj' is too high. 

Sir Percy Thomi)son. Q. — Is the penalty ten times the duty? 

A.— Yes. 

The President. Q. — In the case of one-auna stami), there is no penalty 
at all; you must prosecute. 

A. — ^But supposing there are a large AiAimber of acknoAvledgments AA’hich 
may require one anna, even then the coiArts are iAiclined to admit them in 
evidence in order to do justice. 

Sasiri. — As unstamped acknoAA'ledgments are inadmis- 
sible, courts treat them as agreements and Iga'J' penalties on that footing 
in oi'der to do substantial justice. 
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Sir T. Desilca chart . A . — The Civil Justice Committee have recommended 
vritiiig and registration in many transactions which are not covered by 
the existing law, hut under the existing law, transactions not covered hy 
the Transfer of Property Act need not be in writing and, therefore, need 
not he registered. 

Q. — ^Practically, that imjjoses a duty in dealing with transactions not 
hitherto requiring registration in such a way as not to i)eualize them. 

A. — ^Yoti may tax it in a particular manner, hut you ought not to use 
the ordinary Stamii Law for the purpose of taxing documents which are 
required to he in writing and registered for the purpose of effecting a 
judicial reform. 

Q. — Does it not mean that we have to suggest additions to the schedule? 

A. — ^Yes. With a differential rate between documents which have not 
been compelled to he in writing hitherto and those which are to he compelled 
to he in writing heretofore. , 

Q. — Isn’t that going to he difficult.*’ 

A. — No. There are hardly half a dozen sections in the whole of ihe 
Statute Law requiring written instruments. If there is a writing it must 
ho registered. Ydiat requires writing now comprises hut a very few 
transactions. 

dir. Venhafarama Sasfri. — That has a heaving only on the civil delays: 
they want transactiojis in Avriting in order to save time in the trial of 
suits 

Q. — If their recommendations are carried out and the Stamp Law is 
not modified simultaneously, there Avould he a great hardship. 

A. — ^Yes. Things which escape .stamp dutj’ now ivould be heavily taxed. 

Q. — The point is that the duty of having it in writing is rather severe. 

A. — ^Yes,- hut it is absolutely necessary to impose it, if you are lut 
going to increase the number of law courts and if yon desire to put an 
end to the law’s delays and present perjured testimony. 

Q. — Actually a few j'ears ago the fee for registration of a will was 
increased as a mea.sure of taxation on dispositions: your recommendation 
is that eveiy possible facility should he ghmn to people to register wills. 

A. — I want to liaise all wills iiuhlislied and registered instead of having 
oral testimony. If thej' are deposited before the Registrar, the same duty 
should not he charged as a probate. If they are actually registered, you may 
treat them in a differential manner, and if the will comes beforeathe court, 
Avithout deposit or registration, levy the usAial probate duty. 


Sir K. V. HEDDI, Kt., M.Tj.C., Madras, was next examined. 


V/ritten memorandiAm of Sir K. V. Ileddi. 

Q. 1. — ^The statistics at present aAmilahle are neither adequate nor 
reliable. They are inadequate, because they do not give full information 
and they noAA'here approach the fulness AA'hich statistics in other countries 
have reached. A reference to lAaragraph 236 of the Indian Cotton Com- 
mittee’s Report AA'ill shoAV that there are as many as six agencies Avhich 
collect statistics in the United States of America. There is what is knoAAui 
as the Crop Reporting Board, then the Bureau of Crop Estimates] there 
is an agencj' kuoAAm as State Field Agents j also the Amluntary th'op 
Reporters, Crop Specialists and Crop Correspondents. In India we liaA^o 
no such agencies, and such agency as aa'C have is ill-paid and ill-equipped, 
having no conception of the adA^antage of these statistics. As Minister of 
Agriculture I had considerable difficulty in inducing the Sladras Legislative 
Council to agree to the appointment of a Statistical Assistant to the Direc- 
tor of Agriculture. That the present statistics are unreliable is clear from 
Annexure A itself. My oaati personal experience of the manner in Avhich the 
crop estimates are prepared by the Jcarnavis leaves no doubt in my mind 
that these statistics are absolutely unreliable. 





Q_ 2.— To the list of estimates mentioned in Anrcxure B, I may perhaps 
add an estimate of the agricultural u'ealth of the Madras Presidency 
published by the Depai-tment of Agriculture, Madras. It was prepared 
either by Mr. Sampson or l)y one of his succe.ssor.s. If the time at my dis- 
posal were sulRcient, I could have unearthed my own copy of it, but a 
reference to the Director of Agirculture may result in a supply of a copy 
to this Committee. I have no criticisms to offer on the several estimates 
except to observe that almost everyone of them is far from truth, and 
that they are the result mostly of guess work, or at least based upon 
incorrect data and that they are wrong statistics. 

Q. 3. — Our income-tax statistics are inadequate and even misleading. 
Wo have no statistics for death duties at all. Further, qur country is an 
agricultural country, and estimates of national income can 'be prepared only 
from a different and more exhaustive kind of statistics. 

Q. 4. — It is difficult to suggest improvements without involving legisla- 
tion, or large expense. Without legislation there will be no obligation on 
landholders and cultivators to give correct information. Without expense 
no statistics can he collected. If omelettes are to he made, eggs have to 
he broken. The only suggestion that I can make is,_ that if and when we 
find a co-operative society in every village, such society alone can furnish 
full and correct statistics of Its village. Until that time is reached I have 
no hope of securing adequate and reliable .statistics. 

Q. 6. — I have no objection for undertaking all-India legislation on the 
lines of the Bombay Bill. But if the object of such legislation is to secure 
stati-stics to form a basis for estimating the national income or national 
wealth, I must say that the legislation will he infructuous._ Our national 
wealth mainly consists in land, and our national income is chiefly from 
its yield. The three classes of information mentioned in Q. 6 do not 
cover the kind of income tjiat I am speaking of. I therefore doubt the 
utility of any such legislation, though no doubt, within a limited sphere 
and to a certain extent, the proposed statistics Avill have their own uses. 
To a non-industrial province like Madras, the suggested legislation will 
not he of much use. I cannot therefore advocate the xmdertaking oi 
all-India legislation of such a limited nature. 

Q. 8. — T do not attach any importance to the enquiries mentioned in 
Annexure C so far at least as Madras is concerned. If I may say so, 
with great respect to those concerned, the “Settlement Reports” are one 
sided, “Rural Economics” is but a name, “Some South Indian Villages” 
is unreliable and “The Economics of a Coimbatore village” is a camouflage, 
though my i-ecollection of this last article is somewhat hazy. These records 
are absolutely inadequate and certainly not reliable to form the basis of an 
estimate o'f the incidence of taxation. A regular economic survey alone, 
which can be conducted only after co-operative societies are established in 
each village and ,only after they take root can supply full and reliable in- 
formation necessary for such purposes. At present the people will be fin- 
willing to give out the details of their family budgets, their debt or their 
income. They naturally suspect that their taxes will be raised. Wlien a co- 
operative society, say a credit society, establishes itself well in a village, the 
important members thereof will know the ins and outs of almost every 
family in the village. They will know the advantage of statistics. They will 
co-operate with the Government. When that stage is reached, it will be 
easy to conduct an economic survey with the accuracy almost of the popula- 
tion census. Any earlier attempt will be doomed to failure and will only 
end in enormous cost. 

Q. 10. — Only about 5 lakhs of revenue is derived in the Madras Presi- 
dency from sales of waste lands. This amount is bound to be reduced as 
years advance. The waste lands are generally given on darl;liast for nothing 
no doubt on condition of paying the annual assessment. Trees existing 
on the lands so granted are valued and the value collected but this does 
not come to much. As regards penalties, I know only the case of penal wafei'- 
rate charged against persons who cultivate their dry lands with Government 
water without obtaining previous permission thereto. Occasionally these 
penal assessments reach a high figure, in the Godavari and Kistna deltas 
where sometimes ten times the usual rate is charged. But I am not 
of the distinction between tax revenues and non-tax revenues, 
c_i\ oiten it is a distinction without a difference and from the bearer’s 
point ot them it is absolutely immaterial. 

Q. 13.— -A bare return on the capital invested .should he the endeavour. 
IJio element of tax will appear if a monopoly profit is realised. 
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Q. 14. — ^Theoi'oticall.v .speaking, revenue from all ilie classes mentioned 
herein is generallj’’ treated as non-tax revenue. A to D ard^ classed as 
revenue from Government undertakings. Cinchona ijerhaps vill he treated 
as revenue from a social service rather than from a public undertaking. 
I have already submitted that I do not find much difference between tax 
revenue and non-tax revenue. ' I believe Hadley treats railway rates as 
taxation but I am not quite sure of this. At any rate where the railway 
charges exceed a certain rate that could cover interest, depreciation and the 
rest of it plus a I'easonablc jn-ofit it would undoubtedly be in the nature of 
taxation. 

Q. lo. — ^The charge for water supijlied in the two great deltas of Goda- 
vari and Kistna is not only adequate but more than that. The groat 
aiiicuts of Godavari and Kistna wei'e originally constructed when the riit.e 
of interest was 3 or 4 per cent. To-day we are paj'ing not less than 20 per 
cent. Iji the beginning the rate of water cess was only Rs. 2-8-0 per acre 
and the area iridgated was very small. Tlie rate was increased from 
Rs, 2-8-0 to Rs. 3 and then to Rs. 4 and finally to Rs. 5 the rate prev.ail- 
ing at present. And the area \nvdcr irrigation has gone on continually 
increasing with the result that to-day the investment on these two great 
Avorks of irrigation is, as stated above, fetching a return of not less than 
20 per cent. The rates Avere originally fixed on the simjAle princmle of 
getting the interest on the inA'Cstment providing for depreciation, etc. 
Later on, considerations of revenue induced the increase in the rates. Of 
the five plans suggested in the question, I certainly prefer the first alone. 
The last will be contrary to public polic 3 '. The second and fourth introduce 
an element of commerce. The third is perhaps justifiable on the principle 
of hettorment taxes but all the last four plans ignore the principle that 
the main purpose of irrigation is increased production and national wealth. 
Irrigation works should be undertaken as a matter of duty of the State 
and when it is remembered that nationalisation iff Avater, more than oven 
nationalisation of land, has obtained in this country from time immemorial, 
commei'cial calcAilations and similar considerations shall haA-e no place there. 

Q. 16. — The above ansAA’er meets this question. T can ainderstand that 
if a certain irrigation Avork can be undertaken onl.v with a rate of water 
ce.ss far above the existing rates, such a higher rate can be imposed uimn 
lands neAvl.v brought under cultivation Avith the aid of the new irrigation 
work. Such a principle is recognised in the Madras Irrigatioir Bill. A 
hunp sum contribution can be taken only if the-'rates to bo imposed is 
intended to meet the interest, etc., upon the amount AA’hich the GoA'^ernment 
may have tq invest in addition to the lump sum contribution. No better- 
ment tax can reasonably be imposed Avhere the cost of betterment is contri- 
buted bj' the people concerned and not bj' the GoA’erninent. 

Q. 18. — Court dues are no dotibt payments for services rendered and 
are non-tax reA'enues like the earnings of the railwaj'S. tramways, tele- 
graphs, etc. But as I have said often I make no dift'ereuce between such 
revenues and revenues derived from taxes strictl.y so called. In one sense 
all revenues are borne b.y the people and as saicIi should be treated as 
taxes. The distinction is onlj' useful to students of the science of taxation. 
To the practical financier and the tax-payer, they ai’O all buz'dens upon 
the latter and reA'enues for the former. 

Q. 21. — I do not also make any distinction between direct and indirect 
ta.xation, or between A''oIuutar,v or optional, and compulsory taxation. The 
A'ory diversity of oTunion disclosed in Annexuro D is my reason for that 
position. 

Q. 22. — ^This question does not arise in the Anew I took above. 

Q. 23. — do not agree. 

Q. 24. — ^In the same way as I regarded above, in a country like India 
where the taxation is already unbearable not because it is high but because 
the country is_ poor, OAmry ucav tax is hated. Perhaps even 
in rich^ countries it is so. It is much more so in a country 
like India., It is doublj' so Avhen it is remembered that the tax gatherei's 
and leAyeps are not directly responsible to the people. I am aAvare that 
tho_ growing needs becoming complex every day, with the advancement of 
civilization and contact with foreign nations, necessarily require new sources 
of revenue. But in this counti-y situated as Ave are, I aauII not certainly 
advise tlie imposition of auj' now tax, unless proA'incial autonomy is granted, 
and until some degree of responsible government is introduced into the 
GoA'ernment of India. After that is done ncAv taxes can be raised. Even 
then, it is a questioji of choosing the lesser evil. EA'oiy tax is burdeti- 
VTI-6i 
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some and slioukl be imposed only when it is tinavoidable. Tn doing so, 
questions of equality, ability, certainty, elasticity, economy, and conve- 
nience of collection and other canons described in text books on taxation 
can be attended to. I am making these observations here because it may 
save mo a lot of time and space, though they do not arise directly. in answer 
to this question. • - . 

Qs. 26 to 32. — I have already answered a portion of these questions in 
my answer to Q. 24. By the maxims .enunciated by Adam Smith, 1 suppose, 
are meant— (1) equality, (2) certainty, (3) convenience of time of payment, 
and (4) economy of collection. The other qualities of (5) elasticity, (6) 
sufficiency, and (7) productivity — are mentioned by subsequent writers such 
as Bastable. Findlay Shirras in liis “Science of Public Finance” has 
stated them in the modern form in Chapters XIIT and XIV of his book^ 
That is the latest book that T have come across. Now, I agree tliat every 
member of the community .should pay some tax, the only condition being 
that he .should bo able to pay. That is the only exemption I would make, 
but it need not matter if he pays in an indirect form. The only considera- 
tion should be — does not every member contribute his share towards the 
expenses of the State? — the benefit of whose laws and institutions .and the 
protection of whose arms, he is enjoying. T also agree that taxation is a 
proper accompaniment of representation. But the converse also must bo 
upheld. VHiile I will not give a vote to one who does not pay any tax 
direct or indirect, T will not paj' any tax unless I am given the right of 
representation. I do not mind ndiether the tax is direct or indirect. I 
do not approve of poll tax or capitation tax. These are ancient taxes 
now out of date. To the Indian mind they carry with them some idea of 
oppression and even degradation. The levy of this tax does not conform 
to the one test that I maintain, namely, ability to pay. Thcise taxes, are 
also subject to the objections of inconvenience, of unproductiveness, and 
expense of collection. At any rate, these taxe.s are certainly more objec- 
tionable than the salt tax and the customs duties on cotton, kerosene, or 
matches. Excise duties on cotton are most objectionable. That is because 
they stifle growing industries in this country. Again, when it is a case 
of choice between two taxes, the pros and cons Avill have to bo weighed from 
every standpoint and tlio balance of advantage will have to decide the 
issue. 

Qs. 33 to 47. — If a substitute is required for an existing tax, which 
is to be abolished, I could advocate an increase in the rates of income-tax, 
and in doing so, I would apply the increase to all classes now subject to 
income-tax. I will not show anj' favour to incomes derived from productive 
enterprises. But I will certainly^ agree to enhanced rates on unearned 
incomes. It is of course not practicable to make allowances for the number 
of persons supported out of ijarticular incomes. But an average family 
in India may be treated as consisting of five members, " and allowance 
can be made on that basis. I consider that the Indian sujier-tax on 
companies in its present form is justifiable. I am in favour of the exemp- 
tion of incomes derived from agriculture from the operation of the income- 
tax, so far as the actual earnings of the farmer or the cultivating tenant 
are concerned. In the ryotwari areas, I would prefer taxatioii of agri- 
cultural incomes if permanent settlement is introduced. If that is not to 
be, the farmer’s earnings .should not bear an income-tax. The case of 
the absentee landlord Kowever is different. I think he oiight to pay income- 
tax in addition to the laud .tax, thoiigh the rate may bo somewhat lower 
than that payable on other incomes. The danger of land passing into 
the hands of the professional classes and money lenders mostly resident in 
towns is growing day by day. The proverbial chronic indebtedness of 
the ryot is_ at once the cause and result of the loss of land. If only to 
prevent this, I would compel .the .absentee landlord to pay income-tax on 
the income from his lands. I do not want land to pass into the hands of 
absentee landlords, and, to achieve _ that end also, 1 would resort to this 
income-tax. I want his spare capital for the development of industries, 
and it 'is essential that a check should be placed on liis inordinate desire 
to invest his earnings in land which ho can never himself cultivate, ilbsenteo 
landlordisiii is in some measure accountable for shortage in prodxiction. On 
that ground .also, I object to Ins purchase of land. 1 cannot say whether 
of Shah and IChambat.a is any way nearer the truth. 
\\ ithout accurate statistics of the national agiacultural income, any esti- 
mate must necessarily be conjeetur.al. The Indian limit of Es. 2,000 below 
w lien an income is not liable to income-tax is not. I am afraid, based 
am y upon any considerations of allowance towards, the subsistence of 
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itio nioiubers of tlio family of fliG maker of tlio iucoiiie. It is also (tiio 
to ilio fact that tlioso whose lucoincs are below Rs. 2,000 cannot keep 
regular accounts, and therefore are not in a position to prove their incomes 
with any amount of accuracy. The elements of certainty and productivity 
may have ployed their part in fixing this limit. Ability to pay must 
no doubt have been one of the considerations, but how far allowance for 
subsistanco was taken into account is more than I can tell. The case of 
laud revenue diffei’s from this income-tax. It is easy of ascertainment, and 
easy of collection. 1 do not think that the example of land revenue .should 
1)0 invoked 'to reduce the present limit of taxable incomes. I do not 
think that income-tax can be .said to be a tax on honesty. I do not know 
how far matters are imiiroved by the growth of accountancy profession 
or by the exorcise of more efficient control. India is not as far advanced as 
Fmgiand or France, and I will not advocate tho prescription of any sjiecial 
form of account by tax-paj’crs. _ I cannot agree to tho iniblication of the 
I)articulars of private incomes in this country. 1 am not* satisfied with 
fhe present arrangements in regard to assessments on the in-cwious .year’s 
income. In the year 1923-24 1 was Minister in the Government of Madras 
and had drawn a salary of “about Rs. 30,000, but I was charged income- 
tax on an imaginary income of Rs. 50,000 on the basis of the previous year’s 
income. 

Q. 48.- — The observation contained in ttio cpiotations are all true in 
their own way. The rule that necessities should not be taxed is quite a 
good nde, but is only one of tho many rules that guide taxation. As 
1 have said above, when the question is between two different taxes, it 
can bo answ'ercd only by a consideration of the advantages and disadvan- 
tages of each and by seeing on which .side the balance of advantage lies. 
In fact, even this may not suffice. B3' the practical financier, even political 
considerations may have to be thrown into the scales, and stich considera- 
tions maj’ sometimes turn the scales. Definite statements and enunciations 
of principles are quite all right and excellent in the pages of a text-book. 
But other considerations might outweigh these i^rinciples in practical 
.politics. 

Q. 49. — 1 cannot deal with each of tlie 34 or 35 articles mentioned 
in 'this question. I object to excise duties of all kinds excepting on 
articles mentioned in my answer to Q. 82. 3[y objection is all the more 

strong in eases where Indian indnstrics had to struggle against the more 
efficient foreign indp.strics. 

Q. 50. — ^I cannot saj- auj’thing definite about tho graduation being 
practicable. It depends upon the particular articles chosen for progressive 
taxation. But there is justice and reason in this progressive x>i’ii^ciple. 
Its application ought to be practicable in the case of select articles. For 
instance, why .should not high-class drinks be taxed at a higher rate than 
low-class ones? "Why should not a 200s. fine cloth be taxed at a higher rate 
than a cloth of 40s? 

Q. 51.— I have no objection to tho statement quoted in this question. 
But X will lay stress upon the fixed • necessitj" mentioned in it. If there 
is no other alternative I will certainlj' accept a tax on salt, but if .-i 
substitute can bo found which imsscsses all the virtues attributed to salt, 
and the tax on which does not fall uijon the poorer classes or ui^on neces- 
sities, I will certainly prefer such an ai’ticlo to salt. 

Q. 52. — ^If the assumption is right, the conclusion is perhaps indis- 
putable. But I dispute the accuracj' of the assumption itself. 

Q. 56. — ^It would not only be proper but absolutely necessary to impose 
a protective duty on imported salt, making it almost impossible for foreign 
salt to be imported into this country. It is said that all that is required 
for the production of salt is plentiful sea water and a bountiful sun, \/ith 
Imtli of which God has blessed this country abundantlj-. - We have the 
longest sea coast and the sun shines brighter in India than in any other 
salt producing country. Tho machinery required for j-efijiing salt is of 
the simplest nature. MHiy then' should salt be imported from Liverpool 
or- even from Aden?. -Facilities would seem to have 'been afforded for tho 
importation of salt into India. It is .said that it costs much more to send 
one maund of salt from IMadras to Calcutta than what it costs an English 
merchant, to send the same quantity of Liverpool salt from Liverpool 
to Calcutta. It is these facilities that are responsible for this importation. 
The Bengal consumer will not suffer in tho long run. and if only- facilities 
of easy conveyance arc afforded,' Indian salt can bo sold in Bengal as 
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clieap and as refined as tlie Liverpool salt. Fiu-tlior tlio Bengali ib nii- 
donbtedlj' xjatriotic enough to hear ungrudging^’’ the additional burden for 
a short time. 

Q. 61. — I do anticipate the introduction of a policy leading to total 
prohibition in the near future, in particular areas to begin with; Provincial 
Legislative Councils null put pressure on ministers who -^vill be comjielled 
to make a beginning in the introduction of such a policy. 

Q. 62. — There will of course he a loss of revenue, hut T do not admit 
that the policy -would involve a large expenditure for its enforcement for 
any length of time. In the beginning, some staff will no doubt be necessary 
to prevent illicit manufacture. But as time advances, such precautions will' 
be unnecessary. When the manufacture of toddy liquors was prohibited and 
rum introduced in its place, it was vers' inuch apprehended that illicit 
manufacture of arrack from toddy would bo difficult to be stopped. To-day 
there is no su6h illicit manufacture at all, except in insignificant quantities", 
and that perhaps in the interior of forests far removed from cmlization. 
A similar consequence may follow total ijroliibition. The loss of revenue 
must of course be recouped by finding fresh sources of revenue. I do not 
approve of a super-tax on land revenue. But I agree to a provincial 
surcharge on the income-tax the rate to bo determined according to circum- 
stances. A succession duty, a tax on tobacco and an employee tax have my 
approval. If by totalizator duty is meant a tax on tickets purchased at 
the races, I have no objection to it, but in our province the revenue from 
this source may not exceed five or six lakhs. I do not know what is iiieant 
by taxation of “futures”. I wonder whether it refers to what are known 
as forward contracts in law or a system of business known in the Bombay 
market as Aditya System. 'I’iiesc forward contracts have iJroved the ruin 
of many a family. There is an element of gambling in them and at one time 
the Bombay High Court refused to enforce these contracts. Later _ on, 
however, these transactions wore I'ocoguised in law and are now eiiforcible. 
If a tax on those transactions can be collected from the' party benefited, 
it would perfectly be a just tax. But it is open to the objections — (1) that it 
is not certain, (2) it is not in-oductive, (3) it is not easy of collection, (4) there 
is no equalitj'. But it satisfies the condition of ability to i^ay. In other 
words, it is an income-tax. While these transactions are yery_ common hi 
Bombay, they are few and far between in Madras. Excepting in the cities 
of Madras, Bellary, Coimbatore and Madura, I know of no place where 
these forward contracts are entered into on any appreciable scale. I do 
not approve of an increase of local fund cess or a transit or terminal tax. 

Q. 63. — As an advocate of total prohibition,’ I need not answer this' 
question. In fact, the observations quoted in this question in a way support 
my position. Dalton, for instance, admits that the use of alcohol is an evil. 
He advocates a reduction in consumption and a reduction of the evil he 
considers to be a “positive good”. Will not the complete eradication pf 
the evil be “superlative best”, if I may be allowed the expression P Again 
Jones calls drink a harmful luxury 'sufficiently undesirable to justify its 
limitation. I am one of those who hold that it is wholly undesirable to 
justify its ijrohibition. According to Jones, the object is not only revenue, 
but also the deliberate discouragement of use of the article. In my opinion, 
this is a soniewhat inconsistent position. In the first 2 >lace you make money 
out of vice. In the second place you are bound to encourage consumption 
in the interests of your revenue. Maximum revenue and minimum 
consunq^tion are to a certain extent incompatible. 

Q. 78. — ^Tho Tariff history of Engliind discloses the adAmntage of confining 
tai’iff to a few articles, instead of imijosing duties on all imi)orts. How far 
sucli a i)rincip]o is applicable to India is a matter of some doubt. Nor can 
•\\e exclude questions of i)rotectioii altogether in this country. England is 
a highly advanced industrial country. AVo are producers of raw material and 
importers of all kinds of manufactured articles. It is difficult to say how 
many articles should pay customs duties on our shores. 

Q. 82. — Exiiort duties may be levied on raw cotton, lac, oil-cake and 
fish and other manures. I believe that jute, rice, raw hides and skins and 
tea already carry an ex^jort clutj’. I am against all other export duties. 

Qs. 83 and 84. — ^Following the recommendations of the Indian Fiscal 
Lommission I prefer specific duties and tariff valuations to ad valorem duties 
wherever possible. But 1 have no practical experience of the difficulties of 
our importers. 
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Q. 87. — 1' approve of taxing aclvertiscinciil&j auction sales, banking 
transactions, betting, entertainments, insiu-ance, luxuries and tourists. 

Q. 89,— I agree the collection from judicial stamps should not exceed the 
cost of judicial administration. As they say, justice should not be sold. 

1 do hot admit that resort to the law nece.ssarily implies ability to jray. 

I have known many clients who have borrowed for litigation and many more 
who are ruined by litigation. 

' Q. 90. — do not agree with Hobson. 

Q. 93. — ^Registration fees need not be limited to the cost of Registra- 
tion _ including pay of staff, pensions, buildings, etc. A special service 
providing unimiroachablo evidence of the transactions deserves a return 
which may very reasonably exceed the cost. 

Q. 95. — jjrefer a more general extension of the ontertainnieuts tax. 

Q. 96.-yA tax is a contribution to the public exchequer without reference 
to any sijecial benefit. Rent is a return for having eujoj'ed a special benefit 
from the use of another’s land. It is not professed that this definition is 
exhaustive or even anywhere near it. I know of the two land systems 
.prevalent in the Madras Presidency, the ryotwari system and the z;anuu- 
- dari system. That which 'the zaniindar collects from the tenants is admittedly 
a rent, that which the Government collect from the ryot is called rent by 
the bureaucrats and tax by the democrats. The controversy is an age-long 
one. I do not know if any useful purpose will be served by entering into 
this controversy Jiow. But 1 do believe that the British misconception that 
land revenue in India is rent, is resijonsible to reduce the pro.speritj' of the 
ryot and is one of the factors that contributed towards the chronic indebted- 
ness of the ryot. Historically and economically land revenue should be 
treated as fax alone and for the considerations which weighed with me in 
accoijting that position 1 uould refer not onlj' to the writing of the lale 
Mr. Dutt, but also to the I’ecent book published by Mr. Vakil under the 

name 'of "Financial Developments in Modern India”, pages 339 to 350. 

Q. 97. — I have already stated that the prosperity of the ryot is affected 
^ to some extent by the land tax. There are, no doubt, other causes at work. 
The joint family system with its consequent manifold expenditure without 
a corresponding increase in the earning capacity, extravagant maridage 
expenses, ever increasing with the multiplication of members aiid their pride 
and vanity, a chronic inherited indebtedness, the law of i)artitiou and the 
consequent fragmentation of holdings, bad seasons, low prices, heavy’ taxation, 
rise in the cost of living, love of litigation, illiteracy and consequent 

ignorance, undue attachment to home and the consequent disinclination to 
leave it to secure other means of earnings — these and others maj' be 

'mentioned as the causes. 

Q. 98. — Sirdar Gulab Singh’s criticism is true to a large extent but is 
somewhat exaggerated. 

Q. 99. — ^To those who plead for poriuauent settlement, minor considera- 
tions such as those referred to in the question do not appeal. The best way 
to avoid all injustice is to make a permanent settlement. 

Q. 100. — I do not admit the accuracy of the statement of Prof. T. K. 
Shahani. Rs. 2,000 is no doubt above the subsistence level. But that level 
differs in different families and it is not practicable for a taxing officer to 
ascertain the level or to ascertain whether an agriculturalist income exceeds 
that level. I do not think that further fractionisation will r&ult from 
exemption from payment of land revenue referred to in the question. 

Q. 101. — do not think that the imposition of a tax on mutations will 
check fractionisation. f do not approve of such a tax. The root of the evil 
is in (be haw of Partition and equal rights of all the sons of a father to 
share his properties. Unless perhaps tJuit law is altered and until the Law of 
Primogeniture is applied, fractionisation will go on. There is a good deal to 
be said on both sides. Pai-tition. while economically detrimental, is essentially 
based on equality. I'here are many who consider that the English law of 
inboritance is unequal and unjust. The Indian problem is very complicated 
and it is better it is not mixed up with pure problems of taxation. 

Q. 102. — will not apply the -principle enunciated by Dalton to waste, 
land newly brought under irrigation Avorks. It is very likely that Daltoln 
Avas not thinking of Avaste lands or of irrigation AA'oiks. If I am not mistaken 
ho is referring to minerals and mines. Unfortunately I have not got' the book 
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before Jiie. However, L iuii iciiii)tod to ask, if that newly irrigated land is 
not to become private property, is it proposed tluit it should be managed 
by the Govcrnnient? Jf so it will lead to great complications. Domain 
lands arc a thing of the past and such State lands as are maintained in 
France, Italy, Spain or even in Gi'eat Britain,' fetch very little revenue, 
if the newly irrigated lands are to be extensive and are retained by Govern- 
ment, numerous problems I'cgarding employment of labour, disposal of 
produce and facilities for irrigation will arise, and comi>lications of a very 
difficult nature may have to be faced. If Government can carry on the 
agricultui-al industry, why mas’ it not carry on other industries such as 
.spinning and weaving and what will become of such principles as that 
which enjoins that Government shall not compete with private enterprise? 

Q. 106. — I agree to the criteria mentioned in the question. 

Q. 1U7. — 1’hc taxes mentioned in schedule 11 to the Scheduled Taxes 
Buies fi'anied under section 80A (3) (a) of the Government of India Act 
give sufficient scope to local bodies. J do not think that the levy of any 
specified taxes should bo made imperative. I cannot think of any further 
poAveis of taxation that can be given to local bodies unless it be the 
power to levy an addition to the State income-tax. Such a power seems 
to bo exorcised in France, Belgium and Germany. But 1 see no -immedi- 
ate need to invest our local bodies with it. Under our Municipal Law 
a pilgrijii tax can bo iniioosed by Municipalities on pilgrims. I do not 
know whether such a tax is covered by any of the seven items mentioned 
in the said schedule II, or in fact on the income from slaughter houses, 
unless “other public convenicnce.s” mentioned in item 11 (e) covers the 
case. 1 do not also know whether cesses, such as the education cess or 
railwaj' cess, are covered 1 ) 5 ' the items of schedule 11. 

Q. 109. — I am generally in agreement with the objections raised by 
Armitagc Smith against octroi. None of the municipalities with ’which 
I am acquainted, levy this tax. These are open to -the further objection 
of being a hindrance to trade, an objection to which great importance 
is attached by English text-writers. The criticism does not appear to 
apply to terminal tax, when it is limited to railway journeys. _ The cost 
and inconvenience of collection will disappear as also the question of its 
being a hindrance fo trade. Nor can it bo said to bo levied upon neces- 
saries, nor does it increase the cost of living. The only iiortion of criti- 
cism that is common is as regards the incidence being heav 5 ’ upon the poor, 
and the burden of the tax not being distributed in propoi-tion to the 
benefits gained by local expenditure. 

Q. 111. — Tolls are a very important source of revenue, sometimes 
amounting to several lakhs of rupees. I am aware of a certain movement 
to abolish these tolls in the District Boards, but oven there, it is agreed 
that there .should be a substitute' in the shape of a licensing tax on carts’? 
The justification of tolls is in the use of the roads which require to bo 
kept in proiicr order and maintenance at considerable cost. I see no I'ea- 
bon why they shoidd be abolished, either undei- the Municip'alities or under 
the District "Boards. 1 would fix the jninimum ]in)it of distance hotwcou 
one toll gate and another at 16 miles. 

Q. 112. — ^Before T answer the qtiestion as to the relative liabilities of 
the owner and the occui)icr, I ma 5 ’ bo permitted to sa 3 ' that local finances 
have hitherto made an undue demand on land. 'J'ho main revenue of District 
and Taluk boards comes from land in the .shape oi a cess levied at the rate 
of, .sa 5 ', one ainia in the ]-ui)cc. 'When a railway co.ss was wanted, again it 
was the land that was made to pa 5 ' at the rate of 3 pies in the ruijee of the 
Government tax on land. "When an education cess had to be imi)osed it is 
again'3 pies in the rupee of the land revenue. Numerous classes of people 
esca])c j)a 5 ment of local taxes, and the r 5 'ot is made to pa 5 ' the bulk of 
local taxation. Until j’eccntfv, ]»Tofcssional classes i)aid no professional tax 
in local board ai-eas. fi'hotigb to-day professional tax is collected both by 
municipalities and 1 ) 5 ' local boards, the aggregate levenuc from this source 
bears a very small proportion to the land cess. Bailwa 5 -s, insurance com- 
panies, factories, mills banks, pas' little or Jiothing to local boards or oven 
to municipalities. There is nothing like equality in this rc.spoct. " The whole 
.system of local taxation requires overhauling,' and it is hoped that this 
C onunitteo will undertake the task. Now. to come to the relative liabilit 5 ' of 
tho owner and the occuj)ior, J may at once state that in practice, it is 
the owner that bears the tax. in the case of laud cess in local board areas. 
But in tho case of house and laud tax in municipalities, tlie owner is able 
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to shift tho bitrcleu on to the occupier. H is this M'ay. Supposing I have 
lands in a village in the Godavari district. T lease them out at so much 
rent per acre. J jiay tho taxes myself and taxes include local cess. In fact, 
tlieso are collected together. T tlius hear tho land cess myself as oumer. 
Suppose again 1 have got a house wiiJiin tho ZMnnicipa]it 3 ' of Rajahmundiy. 

I rout it out and mj' tenant occupies it. 1 invariahl.v take care that m.v I’ent 
includes the house tax jiayahlo to the municipalitj’. 1 thus shift 
the municipal tax on to tho tenant. I do not take this into account 
in leasing out mj' lands in the local hoard area. This is more or less the 
practice in mj- districts. 1 do not see anj- injustice in the i)ractice. 

Q. 113. INIy observations in tho beginning of my answer to question 112 
meet tho ])oints raised in this question. Tho fact that landowners alone 
are made to paj' and that other classes are escaping local taxation is a 
Knfiiciently good reason for the limitation mentioned in the question. It is 
only right that local authorities should have recourse to other forms of taxa- 
tion, and provided they keep in view tho canon of ability to pay, there need 
bo no apprehensions as regards the defensible nature of those other forms 
of la.xation. 

Q. 117. — ^Before T answer this question,' I should like to mention that 
one particular national service, namelj*, primary education, should be under- 
lakeu as a iirimarj’ duty' of the Government and should not be entrusted to 
local bodies, assisting them by moans of grants-in-aid. It ought to be a first 
charge upon national finances, and it should bo managed and controlled 
directly by Government. 

As regards other national or onerous services I agree to tho principle 
of grants-in-aid. I think these grants should continue, though I know that 
many local boards and municipalities have often wasted them away. Several 
local boards had shown signs of insolvency’ and had to bo aided by Govern- 
ment irrespective of the services rendered by’ them. Tho financial weakness 
exhibited by many local boards caused a great deal of anxiety tq the JTadr.as 
Government in recent yeans. One great disadvantage in these grauts-in-aid 
in lump sums is duo to the fact that they are sometime.s made without any 
enquiry into individual necessity. Waslo was tho inevitable consequence. 
Equality also has not boon maintained between one local body and another. 
I am of course against unconditional contribution in general aid of 
local finances. They should he carmai-ked for particular purposes. But oven 
then tho evils that I mentioned may’ not disappear. It is difficult to say 
on what basis .such subsidies should he calculated. Population, incidence 
of local taxation, tlic total amount annuall.v collected from its own’ sources 
of rovenno, capacity’ to spend economically and efficiently’, and the urgency 
of tho need, arc all factors to he considered in fixing tho extent of the subsi- 
dies. Perhaps the cxperionco of Ihigland of 20 years ago as disclosed in the 
report of the Iloyal Commission on Local Taxation and the recent criticisms 
of Geddes Committee on National Expenditure may’ assist this Committee in 
arriving at a proper solution of the .somewhat unsatisfactory state of local 
finance in this province. 

Q. 118. — I think the stimulus referred to exists in tho case of education 
and road maintenance. But, as T have already said, I should prefer prhnni’y 
education to he lakon in hand by Government and managed by them directly. 
In the case of road mainlonance, the Government grant a maintenance 
charge of Bs. .oOO per mile for all Iriink roads and all big inter-district roads. 
The control e.xorcised by the suiiervision of tho Superintending Engineer is 
quite adequate. A.s regards rural sanitation, T am afraid the pi’ohlem has 
piovod to he too much for local bodies a.s well ns for Government. I do not 
know if it is possible for local bodies to meet iho demnnd.s of public health, 
in this direction with anv amount of granls-in-aid. Tlio problem again is 
complicated and 1 would not advocate its mixing up with the present 
enquiry. 

Q. 120 (i). — ^This lax will satisfy tho criteria of equality and ability 
to pay', hut in other respects it will he a hopeless affair. Tho cost of collec- 
tion would ho enormous. Tho means for ascertainment will not he avail- 
able. A sort of inquisitorial enquiry will ho needed. 

(ii) T liave already’ given my’ opinion ns regards income-tax on agri- 
cnltiiral incomes in answer to Qs.' 33 to 47. Sncce.ssion duties and tobacco 
monopoly. T shall deal with later on. Ilcgi:?tration fee on marriage seems to 
bo quite reasonable provided- of course a graded scale is introduced — tho 
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poorest classes paj'iiig almost nothing beyond a nominal fee’. The trouble 
about ibis, however, is twofold. It introduces the element of registration 
in a purely religious ceremony. Secondly wo pay a sufficient fee to the 
Pvrohifs aTid to the community for the evidence of the marriage. A further 
registration fee may reasonably be held to be an additional burden. T don’t 
think that_ the other taxes proposed by Prof. K. T. Shah need any notice. 
All those items pay local rates. It may not bo wise to bring them under 
National Taxation. 

i 

(iii) I sympathise with the IMembor of the Indian Economic Association 
who suggested a tax on dowries. He .seems to bo a good social refonner. 
But the tax is almost incapable of collection. It can easily bo evaded. The 
payer and the payee of the dowry can easily collude and "deny the payment 
or the receipt of the dowrj'. 

(iv) The only items whicb call for remarks from the list of Prof. 
K. y. Rangaswami Ayyangar are patent medicines, inhabited honse duty 
and increment value duty. The first is a matter of lioalth and the tax 
collected thereon would bo very small. Universal inhabited house duty woiild 
be a hard.ship on the pooi-er classes. It is not easy for asse.ssment and is not 
suited to this country. In any case, it can be thought of only for local taxation 
and not for provincial or central taxation. As regards the increment valno 
duty, all that I can say is that it is a very complicated business. It was 
tried in England for ten years and was given up in 1920 as the cost of 
valuation exceeded the revenue. Except when a boom occurs, it is very rare 
that investment in land pays more than an investment in a bank. People 
in the villages invest their moneys in land, not because it is the best from 
the point of view of a good i-eturn, but because it is the easiest and safest 
investment. “Cash runs away, land remains”, that is the belief of the 
average lyot. The old head of the family generally thinks that his .sons 
will squander away cash, but cannot throw away their land. 1 do not know 
how far under the above circumstances an increment value duty will paj" in 
India. When it has failed in a country like England, it seems to mo to be 
undesirable to think of it in this conntr.v. 

_ (v) I can agree to an export duty on jute. India holds almost a mono- 
poly in the production of this article. Dundee aiid other places cannot help 
purchasing jute from India. The 25 per cent ad valorem duty will also lielj) 
the Indian jute industry. Tlio same remarks apply jjorhaps to .shellac, f 
cannot say the same thing of our hides and skins. As regards an export 
duty on. hides and skins, it may perhaps be mentioned that a duty of 3 per 
cent was imposed on hides and skins tanned, from 1867-71. The excise duty 
was then stopped. In 1917 after the outbreak of AYar, the Indian Munition 
Board took over the control of exports. The Board purchased raw hides for 
British War Office and Italian Government. There was then a boom in the 
trade. In that year the Madras Government recommended to the Govern- 
ment of India that a duty of 10 per cent should be levied on raw hides and 
skins exported, with a proportionate rebate on allied countries and colonies 
which gave concessions to India in the matter ^ of their import duties on 
finished leather and leather goods. The South India Skin and Hide 
Merchants’ Association recommended a duty of 20 per cent. The GovermneUi 
of India accordingly imposed a duty of 15 per cent in 1919. I believe the 
duty remains in force to this day. The boom has .since subsided. IMadras 
exported in 1918-19 hides and skins worth £ 4,316,261, ivliilo the exports 
from all India during that year amounted to £ 6,526,301. These figures 
exclude Government stores. After Peace was concluded, however, there was 
a great depre.ssion. Largo stocks held bj’ the War Office had to bo disposed 
of in continental countries. I do not know if hfr. Yakil would still insist 
on excise duty on hides and s]dns. 

(vi) My views on the taxation of agricultural incomes are expressed 
in my answers* to Qs. 33 to 47. Tlie other suggestions made by Sir Gangaram 
are matters of detail. 

Q. 121. — ^The question of taxing tobacco was considered by the Madras 
Government soon after the Reforms were introduced. They came to the 
^conclusion that it was a reasonable source of revenue. But so far as the 
'Madras Presidency uias concerned, the tax was not estimated to yield much 
revenue. I do not know whether, tobacco is a luxury, with a certain section 
of people amongst the middle and labouring classes, nor am I quite cei'tain 
as to the tax on tobacco having the advantage or being administered at a 
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rory low cast. 1 agree, lio<vcver, with Jeiiseii that the tax might lead to cur- 
tailment of consumption, and that that would bo a desirable change from the 
social point of view. “ 

. , Q®- and 123.— Imposing an acreage duty on cultivation will be con- 
sidorod an additional tax on laud. Means 2 and 3 .are apt to be mistaken 
tor a monopoly and .State interference with private enterprise. Moans 4 and 
5, preferably 5, may be tried in the beginning until experience might suecost 
;i nieaus. ^ 


Q. 124. — ^Fixing up a minimiun of cultivable area is apt to create disconterm. 
Several yillagcrs grow tobacco in their backyards, mostly for home consump- 
the proposed rule may perhaps bo apiilied with advantage in the 
cultivation ol ‘Xo«/;n’ tobacco, it will cause hardshiii in the case of what 
are known as ‘Garapa’ tobacco and ‘PatP tobacco. I cannot therefore 
advocate the French or English system referred to in this question. 

Q. 125. — I do not advocate an acreage duty at all. If the duty is to be 
imposed subsequent to the initial sale by the cultivator as is contemplated in 
clause 5 of Q. 122, this difficulty does not arise. The excise must be levied 
on the dealer and not on the producer. 


Q. 130. — 1 believe 1 have already stated that the taxing .stage should 
come in onl 3 ' after, the iiroduccr has sold tobacco. It is only then 
that it ^ can be assessed. It is not easj’ to control oiierations from 
the cutting of the crop to this stage. Some risk of leakage is inevitable. 
Perhaps, the example and experience of the collection of cess on cotton 
brought to factories, gins and markets may suggest the liest method of charg- 
ing and collecting the tax on tobacco. 

Q. 132. — ^In the fii'sC place, I .strongly object to any excise duty being 
levied on Indian-made cigarettes. The case of unmanufactured tobacco is 
different. Though we do not hold a monoijoly of it in production, there is 
sufficient demand in foreign countries for our tobacco, especially the cheaper 
typo, lieris and snuff are peculiar to India and will bo in demand abroad, 
.and an excise on them irill not affect the trade. Even Indian-made cigars 
have this advantage. For being cheap they sell in foreign markets. It may 
be mentioned that before the War the principal destination to which un- 
manufactured tobacco was exported were State Settlements, Aden and 
Depondoncie.s, Hong Kong, Prance. Holland and Germanj'. Since the War 
we have lost our trade with the four last-mentioned countries, but have 
added Great Britain. Our manufactured tobacco goes mostly to Malaya 
Peninsula. I said I would strong^' object to any excise duty on Indian-made 
cigarettes, Mj' reasons are as follow : There has of late been a phenomenal 
expansion in the import trade in cigarettes. In 1920-21 we imported 
cigarettes worth £2, 5G 1,000 mostly from Great Britain and the United States 
of America. This is duo to an increasing demand for cigarettes on the part of 
all classes of population, who aro no longer content to smoke the indigenous 
bin or the home-made cigar. This demand has induced the opening of a 
number of factories for the manufacture of cigarettes in India, of which 
the cPoninsular Tobacco concern at Monghj’r is bj’ far the largest. 
There is one factor}^ at Calcutta, and another in Sladras. There is keen 
competition between foreign and Indian cigarettes. An excise duty will 
stifle the growth of Indian industr.v in this lino. The excessive inrported 
cigarettes have also got to bo fought against. Even on cigars,, biri.s and 
unmanufactured tobacco, the excise duty should be verj’ moderate. 

Q. 133. — I do not know if the recommendation of the Indian Fiscal 
Commission to the effect, namely, that the system of specific duties and tariff 
valuations might bo tried in preference to ad valorem duties, cannot advan- 
tageonsly bo aijplied in tho case of tobacco and cigars. 

Q. 135. — I am not aware if anj- foreign tobacco is used in manufacturing 
cigarettes in India. Virginian and other fine tobacco is used as wrapper 
leaf in cigar-making. But such costly stuff is not used in cigarettes. Imposi- 
tion of an excise duty on raw tobacco may', to some extent, handicap the 
Indian cigarette, industry But a .system of rebates on all tobacco converted 
into cigarettes in India may perhaps solve the problem. I think the import 
duty on manufactured tobacco is sufficiently heavy at present. 

Q. 137. — agree that duties on inheritance or succession should be 
among the first to he considered, if it be necessary to find new sources of 
taxation. 

V 11-52 
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Q. 138. — Tho throo prinoipJo.s omincintecl by Eobhibon can i )0 availed 
of in evolving a K.v.stoni of taxation on inhorilanco or .snccossion in India. 
In tlio case of .tinccession by survivor-sbip, tho lolatiouship of those v.ho 
succeed to tho deceased need not count. But tho share of the deceased, 
while alive, might be taken as equivalent to tho_ size of tho o.slate loft, 
in tho case of inheritance, tho relationship of tho inheritor to tho deceased 
will bo material in a graduated scale. -Mso the amount inherited will play 
its part. 

Q. I'JO. — Tho .schedule of rates in nnnoxuro P will .servo ns a guide, 
but wo JUU.sL prepare our own schedule to meet oiir conditions. 

Q. ]41. — J have already staled that clause (a) is aj)plicaljlo in the case 
of succe.ssion by survivoiship. Clauses (b) and (<•) are inapplicable in this 
province. 

Q. 142. — ] aceejit the projm.sition stated by Shah, and quoted in tho 
quest ion, 

Q. ] J.3. — 1 do not know if tho difliculty mentioned in Simh’s passage 
quoted in tho question is peculiar to India, hut in my opinion the 
difliculty is not insnporahlo. Espocinll.v, if small propcrLic.s under Its. 5,000 
value are to he exomjited, Sir James Slephcu’s ohservation, urged long ago, 
can no longer he said to apply to present condition.s. Yeai-s ago, when 
land was oxlensivo and iiopuliition spai-so, a joint family with ns many 
male momhers as jiossihle was a souixo of strength. At that time too, 
tho head of a family was an indis}ienRahlo ]>ois;on. Conditions now are 
altogether cli^angod. Education is .spread, and tho junior memhor.s of tho 
family are ollon considered to bo cleverer and more n.sofnl than tho older 
generation. 1 do not think that the death of tho head of tho family would, 
in many cases, make any dilforcnco at all. The difficulty which Shah 
considers unansworahlo may iicrhaps arise when only minors are left on 
the death of tho head of the family, though even in such cases instances 
are not wanting of a capable female in tho house who could manage tho 
affairs thereof. T oannot, thoroforo, suhscriho to tho apprehensions ontor- 
tainod by Shah in his passage referred to. 

(J, 141. — Some movable properly will always c.sfai )0 taxation. But 
Avhen it is remembored that the hulk of tlio i)ropcHy is immovable iind 
that very little money is generally invested in movable projicrty, excepting 
in jewels for females whioli will bo strerdana proj)orty in their hand.s and 
therefore not taxable, evasion of anj* great consequence is not likely. 

Q. 145. — I .should prefer the revenue derived from this tax to bo added 
to tho provincial revenue and not to the central exchequer. If it is to he 
a central revenue, tho income-tax department will have to he entrusted with 
tho task of levying. 

Q. 14G. — lifr. Shah’.s minimum of Bs. 5,000 may for the present he 
accepted as tho exemption limit. Porsonalh’, J think a limit of Bs. 2.000 
will do, hut as tho tax will he new and nntui'ally unpopular, tho higher 
limit may lie advauiagoous in tho beginning. As time advances and the 
tax is familiarised, the exemption limit nmv ho brought down even to 
Bs. 1,000. 

Q. 147. — I should prefer the method of tho Boform Scheme, according 
to which soi)araLo sources of revoinio are allotted to the Federal or Central 
Government, and others to Provincial Goveigimonts. Eo doubt tho vexed 
question of suhvciitions or contributions to tho Cotitral Government is 
tacked on to this financial distribution, hut this was only ns a temporary 
measure. It was oxpecled that, in the fullness of time, the contributions 
would disap))car and tho Central Government wotild have its oani i-csoureos, 
while tlio iirovinces would have their own. The objections pointed out in 
annexuro Q are no doubt real, hut if contributions could ho limited to only 
extraordinary circumstances, it ought not to ho difficult to so divide the 
sources of revenue botwoeu the Centr'al Government and tho provinces, as 
each can got on without help from the other during normal years. IVhon 
national calamities befall, mutual help will ho necessary. For in.stanco, if 
war breaks out, tho provinces may have to contrih'uto to tho oentrnl 
exchequer. ‘When floods devastate a particular province, tlio Central 
Government will have to come to its rescue. In both cases, if tho help from 
one to tho other can only bo inadequate OAving to tho enormity of 1)io 
demand, fresh taxation may havo to ho resorted to, and such taxation may 
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bo ijrovincial or central according to tlio cause of demand. I must there- 
fore consider tliat plan No. 3 is about the best. As pointed out in annex- 
ure Q, contributions or subventions may be unavoidable, but they need not 
bo a i>ermanent feature of the financial sj’stem. 

Q. 148. — ^The danger referred to in this question is not likely to occur 
often in India. No doubt, the central revenues are to a certain extent 
dependent' on fluctuations in trade, but they are not the only purees 
of revenue. I'hey have a undo field, which was not the case in the 
quotation from Bullock referred to in the cpiestion. Embarrassing deficits 
have been common enough -with the Government of India since the intro- 
duction of tlie Ileforms. 3 do not know whether this year’s financial 
condition may be one of embarrassing surplus, but these surpluses and 
deficits cannot altogether be avoided in a country like India. There were 
huge surpluses during the time of Lord Curzon’s viceroyalty, and I well 
remember the late Mr. Gokhalo’s attacks on surplus budgets. lYliile every- 
one must deplore “the dreary alternative of embarrassing suiqilus and 
embarrassing deficits”, it must bo recognized that — do what wo maj' — 
we must be prepared for occasional windfalls and unfortunate set-backs in 
this country, whatever be the financial relations between provinces and 
the Central Government, and whatever^ changes may be effected in the 
sources of revenue allotted to each. It is difiicult to say that most of the 
revenues should be steady and certain. Take, for instance, the two main 
revenues of this province, land revenue and excise on liquors. The former 
depends upon good seasons and timely rains. If famine breaks out, an 
embarrassing deficit will have to be faced. It is more so in provinces like 
the Central Provinces and the Bombay Presidency. This is so in the 
ease of excise duty on liquors also. Pmssyfoot Johnsons are not wanting 
in this country. If they had not succeeded, there are reasons. Total pro- 
hibition is gaining ground every cTay, and temperance reformei's are always 
on the alert. Not only is there the danger of fluctuation in this revenue, 
as recent events and the activities of the non-co-operators have amply 
demonstrated j the fufuro financier of India must always be prepared for 
the possible contingency of this revenue being wiped out altogether. How 
thon_ can it bo said that the possibility of embarrassing surpluses and 
deficits is the direct result of the division of sources of revenue now ob- 
taining? I am not \uiawaro-of the present diflieultios. The demand of 
Bombay and Bengal for further revenues or for a share of the income-tax 
is as. much justified as the claim of Madras, the United Provinces and 
the Punjab for the elfacement of the i>rovincial contributions. But these 
are necessary evils. Not that balancing factors cannot be dis'’overed which 
might to some extent make up for this embarrassing element. For instance, 
if an excise duty or export duly is levied, say, oti jute, and a portion of 
the revenue is given to Beng.al, tbo rest going to Central Government, 
a solution could have been arrived at, which might, to some extent, relieve 
Bengal and ininimiso the force of her complaint. But as pointed out in 
another portion of this evidence, such a coxirse will bo rather unscientific 
and might lead to complications. One great advantage of the present system 
of the separation of the sources of revenue is simplicity — a virtue which 
cannot bo admired too much in any .sy.stom of taxation. If you are to 
set out in quest of balancing factors, I have no docjbt you will discover 
many — and very useful and advantageous ones they will be. But then, you 
cannot avoid complexitj’ which is not desirable. 

Q. ’The commercial provinces complain that the ])resont division of 
sources of revenue is unfair. To tins class belong Bombay and Bengal. 
Agiicultural provinces are satisfied with- the present division, but the 
advantage they have got is taken away by the heavy contributions demanded 
of them. The Punjab, the United Provinces and Madras belong to this 
class. But it ought not be difficult to improve upon the present divi.siou 
by some small changes, by which the agricultural provinces may lose one 
or two sources, accompanied by the abolition of contributions, while some 
now sources of revenue peculiar to the commercial provinces may bo 
tapped to their advantage and that of the Central Government. Experience, 
so far gained and likely to bo gained in the near future, can suggest moans 
of a fairer distribution which can reduce discontent to a minimum. 

Q. 150. — It is possible, but at the c.xpensc of siinplicitj-. 

Q. 151. — I/and revenue should always bo a source of provincial rovoiiuo. 

Q. 152. — entirely accept that taxes on oxpprts and imports should go 
to the central exchequer. 

Q. 153. — I do not think that, simply because a particular province baa 
tho monopoly of producing a certain malorial, oxciso duty on that matcriai 
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should go to tliai province. That principle can be carried too far. If 
•liengal wants all the revenue from an excise on jute to herself, why .should 
not Madras claim any excise on cotton, hides and skins and oil-seeds for 
herself? If a tax on Malabar tiles and jjricks bo levied, should the revenue 
go to that di.strict alone? But 1 will not push my conclusions further. 
Jf such duties or a portion thereof can be utilised as a balancing factor 
referred to in my answer to Q. 148, I will accept the suggestion implied 
in this question. 

Q. 154. — The ease of excise, that is, abkari, liquors, opium, etc., is 
different. Theoretically speaking, all excise duties .arc borne bj' the con- 
sumer. Export duties therefoi-e arc borne by the people to whom the 
article is exjjorted. In the case of liquons, etc., the duty is borne like- 
wise by the consumer, but the consumers in this case happen to be citizens 
of the province. Therefore, it is only right that this taxation should go 
to the , provincial funds. 

Q. 155. — 1 would apply the same principle in the case of tobacco .also. 
That is to say all tobacco locally consumed should pay the provincial duty. 
All tobacco exported from the province, whether it be to sister provinces 
in India or to the Indian States or to foreign countries, .should pay excise 
duty to the central exchequer. I am nob aware of any complications id- 
volved in such a .system. But I feel that it is based upon sounder 
principles. 

Q. 156. — While agreeing that income-tax- should be centrally ad- 
ministered, I do n.ot see .any objection to the succession duties being ad- 
ministered provincially. I'here is an e.ssential diffei-ence between income- 
tax and succession duties. In the case of income-tax, tho.se that pay the 
largest tax will generally have inter-provincial transactions. But in the 
case of &ucce.ssion duty, inter-provincial ti-ade plays a very minor ijart. I 
moan to say that the l)ulk of succession duty will be derived from iinmov.ablo 
I)roperty within the iiroviuco. Traders also will pay succession dut.v, but 
that will be very small when compared with the duty payable by sxiccessors 
to real estate. 

Q. 157. — Stamp duties, .so far as the above reasoning is considered, 
arc nearer to succession duties than to income-tax. I would, therefore, 
ti-eat them as provincial, and in this respect ] make no difference between 
judicial and general .stamps. 

Q. lG3.-y-Thc monopoly referred to in the quotation from Mill is per- 
haps unavoidable in the case of the .services mentioned — po.st office, etc. 
In a country like India, perhaps railways can be, or ought to be, added 
to the list of the subjects. I am aware that in England rival railway 
lines from one place to another are laid and worked. 1 do not, however, 
think that such a rivalry or competitive train system would be possible or 
desirable in India. I do advocate Stale enterprise in such services. It 
is part of a scheme of nationalization, so much advocated by a section of 
modern politicians. How far the revenues derived from such services can 
bo treated as taxes is a matter of controversy amongst economists. But. 
to Ahe practical financier it is a .source of revenue which ho can ill-afford 
to lose. 

Q. 164. — ^No. 

Q. 165. — To a certain extent, salt, alcohol (spirits, liquors, etc.), opium, 
gaiija, bhang, explosives, quinine, are at present monopolies of the Govern- 
ment. I do aiJ 2 U’ove of the monopoly of the above articles, but I 
do not proijose to extend the in-iuciple of monoiioly to any other article. 

Q. 168. — ^It is no doubt true that in recent years the land revenue staff 

is to a certain extent freed, from some taxation functions. Tims, the 
Revenue Department is now not undertaking .the work of assessing iaicomc- 
tax. But the collection of income-tax is still with the Revenue Dejaartment. 
In fact, so far as I am aware, all Avork of collection — whatever bo the 
revenue — ^lias always been, and is, to this day done by the ReAmnuc Depart- 
ment. Hereafter also, the Revenue Department alone Avill have to collect 
the old taxes as well as any new tax that may hereafter be imposed. As 
regards other taxation functions, it deiiends upon 'their complexity. Taxes 
on tobacco, for in.stance, can bo managed by the EcA'cnue Deimrtmont. 
In fact, each case must be considered by itself. 1 do not think the roA'cnuo 

staff is excessive for its ijrosout duties. But it ought to be'po.ssiblo to 

entrust them Avith some more Avork in their line. 
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Q. 169. — ^Experience so far gained in the administration after sepa- 
ration of excise from salt is perliaps not sufficient and long enough to 
enable us to draw any conclusion. I have however heard complaints that 
difficulties are being experienced bj' the people in the salt administration, 

Q. 171. — This is perhaps part of a larger problem. Experience of 
America has taught that an hone.st and efficient administration was im- 
possible, where public servants had to look to their promotions or even 
permanency in service, to their loyaltj' to the party in i^ower for the 
time being. The appointment of a Public Services Commission contem- 
plated by section 96 (c) of the Government of India Act is perhaps the 
result of such experience. My own experience both in the Go'v'ernment of 
Madras and in the local board and municipal administrations left no 
doubt in my mind that, for a proper and efficient administration, all 
public officers should be independent of electorates or their representatives 
as far as possible. Taxation officers can be^ no exception to the above rule 




Sir K. V. Reddi gave oral evidence as follows 

The President. Q. — You held for some years the Development portfolio? 

A.— Yes. 

Q. — ^You are now a jMember of the Legislative Council? 

A.— Yes. 

l)r. Paranjpyc.' Q. — What departments were you in charge of? 

A. — Industries, agriculture, co-operation, veterinary and one or two 
minor subjects. 

Q. — ^lYere you in charge of excise? 

A.— No. 

The President. Q. — We have not been able to obtain the estimate of the 
agricultural wealth of the Jladras Presidency referred to in your reply to 
Q. 2. 

A. — It was a pamphlet puljlished by ]\Ir. Samirson ; I can send you a 
copy when I go to JMadras. 

Dr. Under. Q. — ^In answer to Q. 10, you say: “I am not enamoured of 
the distinction between tax revenues and non-tax revenues”. Will jmu 
please substantiate that statement? 

A.-y-I was only thinking of the fact^that it is more or less a scientific 
distinction. In practice, so far as the financier is concerned, he gets his 
revenue collected, whether it is tax revenue, or non-tax revenue. 

Q. — Suppose the municipality of Ootacamund ran a service of motor 
buses from here to Coonoor : 1 have to go to Coonoor and make an agree- 
ment with some motor-driver to take mo for so much. When the Government 
does that. Government charges the same amount. Whatever I may have 
to pay to the municipality of Ootacamund for carrying me from here to 
Coonoor, would you call that a tax? 

A. — So far as local bodies are concerned, that distinction obtains; but 
take the higher case of irrigation or railways or post office. It won’t bo said 
the}' are not taxes. 

Q. — Take the case of the po.st office: in so far as Government obtain'’ 
more than is necessary to compensate it for the efforts and sacrifices it 
makes, to that extent the extra revenue would bo in the nature of a tax, 
but the whole revenue would not be a tax. 

A. — ^It is so, scientifically speaking, but what docs it matter to the tax- 
payer? 

Q. — The peoijle who use tlic roads or the railway.s or the teleifiiones or 
the post office or the motor buses get a service and ijay the price. If it is 
an excessive price, that excess would constitute a tax. 

A. — I agree. 

The President. Q.-yYou conclude your answer to Q. 8 by saying, “IWicn 
that stage is reached it will be easy to conduct an economic survey with 
the accuracy almost of the population census. Any earlier attempt will bo 
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doomed to failure and udll onlj’ end in enormous cost.” Speaking as an ok- 
Minister of Agriculture, do you hold that there are no materials on ■n-liich 
■(re could base an estimate of the incidence of taxation at present? 

A. — There are no reliable data. 

0. — ^It -u-ould take years to get any reliable data? 

A. — ^IMy scheme is that the co-operative society system must first establish 
itself in the country. 

Q. — So far as this Committee is concerned, we can only go on general 
considerations. 

A. — Yes. 

Dr. Dijder. Q. — ^You are of opinion that a bare return on capital in- 
vested should be the ideal as regards commercial undertakings? 

A. — ^Yes. 

Q. — ^^Vhat is your view with regard to water-rates? 

A. — I have acceijted the view that water-rates in all cases should include 
oiilj' so much as is necessarj' to recover the interest on capital invested after 
providing for dexjreciation, etc. 

Q. — You will take each case separately? 

A.— Yes. 

Q. — You will not have uniform rates? 

A. — Ko, because in some cases the rates will have to be different, c.g., 
an old scheme like the Godavari costs hardly ansd/hing at all, while a new 
scheme like the IMettur project maj' cost more. IJnless you charge Es. 9 or 
Es. 10 an acre, you may noc recover your costs. In a project in the Nellore 
district, they had to collect about Es. 15 or Es. 20. Each schemo will have 
to bo treated on its merits. 

Q. — You are of opinion that the rates charged in the_ Godavari a.nd 
Kistna districts are more than adequate? 

A. — ^Yes. 

Q. — They are rather high? 

A.— Yes. 

Q.-y-Takc the case of a man who invested monej' in land in the Godavari 
and Kistna districts sixty year's ago; he might originally have invested only 
a thousand rupee*, but that land may be worth at the present day Es. 60,000. 

A. — Yes. 

Q. — Why do you tie the hands *of the State which represents the general 
community? Why should not its schemes also have the same advantage as a 
private man who invests money in land? Why shouldn’t the State charge 
more and take a higher capital value for its schemes, just as a man who 
built a house sixty years ago in the Godavari and Kistna districts ■(vill be 
getting more money? 

A. — The primary function of irrigation is to increase the production in 
the countrj', to give you more food-suxrjrly and increase the national wealth. 

Dr. Paranjpye. Q. — ^IVill production be affected? You caii alwa 3 's 
charge such ra-to as would be allowed provided that rate is not so high as to 
keep laud out of cultivation. 

A. — ^]\Iy contention is that this increase of national wealth is a sufficient 
reason whj’ the State should ho satisfied with the present rate. 

Q. — Charging high only means different distribution of the wealth. 

_ -A. — You should not kill the goose that lays the golden eggs : you ought 
to induce x>eople to take to irrigation. 

Q. — It is understood that in a case like that such high rates inU not bo 
charged as to deter peoj^lo from taking water. 

A. — ^That is so. 

Q- — Within that limit production will not be curtailed? 

— ^It is not necos3ar.y that production should be curtailed, but it should 
.P°l*cy of the State that in matters which conduce to the national 
wealth it .should not introduce anj’ imiiedimenls in the way. It .should bo 
.the xiohey of the Slate to encourage such things. 
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Sir Percy Thompson. Q. — I don’t seo tliero is any qnesLion of encourage- 
inont or discouragement. Suijjjoso you imt water on a man’s land and you 
increase its value bj' Rs. 100 : you only take Es. 60 or Es. 70 of these 
rupees. Giving water to that land is encouraging x^roduction ; so, that man 
is more wealthy? 

A. — I should consider that to he the function of a privlato citizen or ot a 
company, but the State’s functions seem to mo to he different. 

Q. — Here is a benefit which is given by the State and at Ihe State’s 
expense: why should it be giveu_ to selected individuals who have Ihoir 
land in such a position as to get irrigation? 

A. — After all, the State’s money is the nation’s money, and I don’t seo 
why you should take from one particular section more than w'hat it costs 
5 mu, 

Q. — ^Because you don’t do it to everj’body: you select particular indivi- 
di^als to whom you give this benefit and you should charge a rate com- 
mensurate with the value which they get. 

A. — 1 don’t agree, because it does not satisfy the ground of equality of 
payment. I mean that every man who can afford to pay should pay his 
share, you take a larger share from one particular communitj^ than from 
another. 

Q.— Whj' should 3 ’ou give a man the benefit of 11s. 100 for no effort on 
his part? 

A.- — In the first place, I do not agree that there is no effort on his 
part; he' has to do a large amount of work, his family helps him and he 
uses his cattle. He invests his own money in it. 

Br. Paranjpye. Q. — What we are talking of is the net return and not 
the gross return. Es. 100 is the net additional return after allowing for 
all expenses of cultivation. 

A. — have yet to come across ati acre of land which earns Es. 100 after 
allowing for all expenses. 

The President. Q. — May wo take an extreme case? Suppose you have 
laud to which nature supplies water without any cost to Government at all. 
You are going to charge the man the diy rate only. Is that not a rcducHo 
ad absurdiim ? 

A. — It is not. 

Q. — If nature supijlies you with water free of charge and you are able 
to grow a wet crop on the land, although Government pays nothing for 
the water, it is assessed wet in the settlemmit, not dry. 

A. — I do not know whether under the recent Irrigation Act that is the 

law. 

Q. — It is assessed as wot under land revenue. 

A. — ^MHien you have power to tax land as you please, you may do it. 

Br. Hyder. Q. — ^It is a case of the land giving more returns; Govern- 
ment takes more out of land which gets its irrigation by nature and produces 
more. 

A. — On what i^rinciple Government takes more I don’t know; they do 
not spend anj' monej'. 

Q. — On the same inunciple that if two people have to do a piece of 
work, the stronger man will bo given the heavier part. 

A.^ — I can understand it as a tax on income, but where I am ])aying 
land tax and the bountiful heaven gives mj'- land water, you have no right 
to tax it again. 

The President. Q. — But .your land tax is a share of the produce of your 
land, whether wet or diy. 

A. — I must dispute that x^ositiou. 

Q. — ^Let tis take the case of Lower Burma where an enormous area is 
cultivated under rice. There are no irrigation works, the water being pro- 
vided by nature. _ Do you mean to say that it should pay only the same 
rate as dry land in Upper Burma? 

A. — 1 don’t because 3 -ou have your tarams for land tax, 
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Q. — ^You take a joint retxirn of the land water? 

A. — Just as you tax better land xvitli a liiglior taram, so also you tax 
those lands at a higher rate than others, but you cannot tax them with any 
irrigation cess. 

Q. — Have you any objection to the charge for irrigation being treated 
as part of the cost of cultivation for land and then taking a land tax based 
on settlement principles on the net return that is loft? 

A. — I do not accept the prinoiples generally now followed; possibly in 
the next Bill (that is now before the Council) this will be decided in tins 
province. I do agree that Government have a right to obtain a certain 
amount of tax from land; that depends on the land itself. "Unless, howevor, 
you do something by waj' pf irrigation xvorks, this simoial tax (called iri’igation 
cess) ought not to be levied. 

Q. — You represent a constituency which almost entirely consists of per- 
sons interested in irrigation under the Godavari and Kistna deltas. 

A. — That is so. 

Dr. Faranjpye. Q. — Would yoxx bo qxiite. reconciled to having different 
rates under different schemes? 

A.— Yes. 

Dr. Jlyder. Q. — Yoxi xvill hax'e this state of affairs; that the more 
favourably situated land xvill pay x'ery little, xvhilo that cox'erod b 3 ’’ the 
Mettxxr-Caixvery scheme xvill iiaj' Rs. 15. Is that fair? 

A. — It is fair in the sense that because Government have invested large 
sums of money, thej’ are entitled to recover interest on that monej". 

Sir Percy T/io?»p.<!oa. Q. — It does not matter to the cxiltivator what 
Government spends on the project : all he looks to is xx-hat benefit ho receives. 

A. — I viexv it from the nation’s point of view ; the State is supposed 
to represent the people and to spend xx’hatevor is necessary for the nation. 

Q. — Not for a particular class of people? 

A. — That is true: in this particular locality they happen to be payers ' 
of a particxxlar tax ; others pay income-tax : others paj' some other tax. 

Q. — There are certain general taxes. 

A. — All principles of taxation, I suppose, are based on this, that jmu tax 
only for xvhat is necessai'j' for the administration to bo carried on effectivel.y 
and efficiently. When a particular department of _ administration can be 
carried on at a particular cost, there is no justification for taking more. 

Dr. Faranjpye. — The division into departments is only for conx’enience : 
Gox’^ernment is all one. 

Dr. Hyder. , Q. — In irrigation schemes it comes to this : if yoxi limit 
the charge j’oxx limit the poxver of the State to xxndortake beneficent 
activities. 

A. — I do not agree there : if statesmen realize their responsibilities, 
they ought not to limit it to that condition. I'liey oxight to devise meaiis of 
improving the national xvoalth and find out means b.y xx’hich the national 
xx'ealth coxild bo increased. 

Q. — ^Taxation xx'hich xvill servo the national xvants can onlj' come from 
certain sources. Yoxx tie the hands of the State in respect of certain 
sources : does it not come to this : that j’ou starve the people in respect of 
some modes of development and you ox'oz'-indxilgo them in others? 

A. — I can iindei’stand a special chai'^ if anj’ national emergency occurs. 

Q. — am not talking of an emergency. I am talking of a matter 
in xxdiich j'oxx are peidiaixs verj' much interested. For instance, the spread 
of elementary edxxcation in this Presidenev. Where is the monev to como 
from ? 

A. — From varioxxs soxxrces. 

Q- — ^Yoxx put a limit — the bare return on the capital. 

on the undertakings xnade hx' the Government. I do not put 
£iixy such limit on the land fax. 

have been told by some of fhe xvituesses that land cannot bear 
any more burden. 



A. — So far as our province is concerned. Tve are paying the largest 
amount, per acre. 

Q. — ^If this is so in respect of land revenue and if yo\i tie the hands 
of the State in respect of irrigation and if the income-tax people cannot 
bear niorej how is the national development to go on? 

A. — ^In the first place, I do not admit that the income-tax i^eople 
cannot bear more. They can pay more. 

Q. — The income-tax people will say the same with regard to the 
agricultural people. 

A. — But you have to judge how far each case is just. Each represents his 
own case. I have spoken about the death duties. They will affect the 
landholders; thej' will affect the mirasidars. Not that I am unwilling to 
pay if a new source is found. But so far as irrigation is concerned, I 
think it is not fair to get more than what is necessary. 

Dr. Paranjpye. Q. — Don’t you think that all irrigation schemes should 
be considered as a whole? 

A. — ^Different schemes will have to be viewed in different lights. In fact, 
our Irrigation Bill is based upon that. Supioose one scheme reciuires to be 
worked with a capital which will give a return of 6 per cent and it will not 
pay unless you charge Es. 9 per acre, though in other cases it will pay 
you if 3 'ou charge less. Then in that case I am prepared to pay Es. 9. 

. Q. — Take the post office. Suppose you want to post a letter from 
Madras to a place very near Madras. You will have to paj^^ one anna 
for it, because other letters from Madras to Simla have also to be carried 
for the same rate. Therefore, you put on an uniform rate of one anna. But ♦ 
Avill it be proper to say that letters to places near Madras should be carried 
cheaper ? 

A. — The analogy does -not hold. These irrigation schemes are limited 
to particular localities. How can a rate in the South affect another in the 
Noith? 

Q. — The Government as a who^o has got one irrigation system. 

A.- — I do not agree there. They, are different schemes altogether. 

Q. — They are of the same department. 

A. — ^The fact that one agency works it does not mean that. 

Q. — ^Exactly so. The same argument that applies to the post office can 
be applied here. 

A. — I do not know whether the universal system of post offices could 
be compared with the system of irrigation which is limited to definite areas. 

Dr. Dyder. Q. — Wlien were tliese rates revised in the Kistna and 
Godavari d'.stricts? 

A. — ^A number of times. 

Q. — ^I^^len was the last occasion? 

A.— 1905. 

The President. Q. — In replj' to Q. ^ you say, "In the same way in a 
country like India where the taxation is already unbearable, not because 
it is high but because the country is poor, every new tax is hated”. 

A.— Yes. 

Q. — ^You lay down certain conditions before a new tax can fie raised? 

A.— Yes. 

Q. — ^I^’^hat we liave to enquire into is the system suitable for an ideal 
form of Government. We have not to consider whether there is responsible 
government in the Government of India or anything of that sort. 

A. — Of 'coui’se, it is left to you. I cannot interfere with your functions. 
But I tliink that any proposal for a system of taxation will have to take 
into account the practical difficulties in the way. I suppose the object 
of your recommendations is that the Government of India should foUQM 
them and put them into pi’actice, 
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Q . — J do not think we onght to qualify a proposal for a good tax 
because of the present transitional stage of Government. 

A. — I have nothing to say. 

Dr. Uyder, Q. — ^You don’t like ijoll tax? 

A.— No. 

Q. — SupiJose the rich iieojdo in the Kistua and Godavari districts had 
to pay a heavy poll tax for the .spread of- education among the poorer 
classes in those districts. Would you object to that? 

A. — Yes. Y^ou can take the anioTint in another form; but this poll 
tax has got a certain insinuation about it. 

Q. — It is a question of tramsference of money from the richer to the 
poorer classes. 

A. — I have no objection to that. You can have increased tax on 
agricultural income if you give permanent .settlement. 1 am perfectly 
■■rilling that you should take as much as we deserve to pay. I wish it 
to he understood that f am not unwilling that my pco])le should contrilmto 
for national expenditure in accordance with their ability to pay./ I only 
object to the form. I object to the poll lax. You can have other forms of 
taxation. 

Q. — What other forms? 

A. — ^Death duties, succesnion duties, increased income-tax on agricul- 
tural income above a certain limit in case permanent settlement is granted 
and so on. 

Q. — ^Permanent settlement? 

A. — ^Yes; where is the difficulty? Tn Bengal you have got it and why 
should yon not have it here? 

Q. — Tf you have a permanent settlement, you are depriving the com- 
munity otorually of all increases which belong really to the community. 

A. — Tlien why not abolish the permanent settlement in Bengal? 

Q. — ^What has been, has been. 

A. — That argument does not appeal to me. 

The President. Q. — ^^Vhat you ijroijose is that you .should standardize the 
present assessment and suiier-imirose an income-tax on agricultural incomes 
above a certain limit? 

A. — ^Yes; standardize and equalize. 

Q. — ^You don’t see any difficulty in times of emergency in adding a 
percentage of cess to that? n 

A. — ^That will alwaj's be there. If there is war, for instance, everybody 
imist be prepared to give what he has got. 

Dr. Uyder. Q. — ^IVhy is the salt tax very objectionable? 

A. — It is more political. 

Q. — On theoretical grounds, there are no objections to the salt tax? 

A. — Our old theory is that necessities should not bo taxed. 

Sir Percy Thompson. Q. — ^Do you agree with this: “Under the Madras 
ryotwari system land revenue is a rent; in theory it is approximately 
half the economic rent; in practice, it varies from a small fraction of such 
economic rent to a figure wliich ai)proxiniates vei’y closely to the whole 
economic rent’’? And would you standardize that? 

A. — 1 do not agree that it is rent. I do not agree with that state- 
ment. But there are cases in whicli the tax is lower than it ought to be. 

Q. — ^It varies from a small fraction of the economic rent to a figure which 
-ai>proximatcs very closely to the whole economic rent. 

A. — That does not apply to the tax paid during the last 20 or 25 3 'ears. 
I have inve.sted all my earnings in land; and I don’t get as muph return as 
I would get if I had invested that amount in a’bank. 

Q- — ^The statement here is that land revenue varies from quite a small 
fraction of the true economic rent. 

4 . — Will j'ou kindly define ‘economic rqnt’ ? 



Q. — It is tlie differential profit arising from cultivating a particular 
piece of land over and above the profit arising from cultivating land vliicli 
is on the margin of cultivation. 

A. — That is what is left to the actual farmer? 

Q. — No ; it is u’hat' is left for tlie landholder. It is the surplus. 

A. — Suppose J invest Its. 1,000, in land and J. get a return which 
would ho less than what I would get had I invested that amount in a hank, 
I consider that I am not getting my economic rent. It may not bo 
scientific. 

Dr. Paranjpye. Q. — ^You consider it as a return on your investment. 

A. — Your definition maj' bo more scientific; but mine is xiractical. 

Sir Percy Thompson. Q. — Yi'^hen you do charge the economic rout, what 
you do is to leave the tenant in exactlj’ the same position as the man who 
is cultivating the land on the margin of cultivation, 

A. — ^How far that theory can be introduced in this country is a matter 
for the Committee to decide. 

Q.— The statement here is that laud revenue varies from a very small 
proportion of tliat rent to almost the whole. You ai-e really prepared to 
standardize the inequalities by giving permanent settlement? 

A. — Standardization, I agree to. But I do not acceiit the definition 
of economic rent. Other factors will have to be taken into account. It 
is ijurely a Western idea, which is not much known to us. 

Q. — But it is there. You cannot get away from that. 

A. — ^Vhen people have invested money and have entered into trans- 
actions for generations together and have incurred responsibilities, I do not 
know if theories should disturb them. 

The Presulcnt. Q, — You agree that in certain cases the laud revenue 
of the small cultivator with one or two acres sometimes even encroaches on 
his wages? Ho is not able to make a living on that land. 

A. — That contingency does not occur in my district, but suck difficulties, 
no doubt, occur in the dry districts and some other places. 

Q. — ^Thero are cases of that kind; and’^the cultivator can hardly make 
a living out of his land. On the other hand, in a permanently-settled area, 
tlio hist ho pays is a very small iiroportion of the return from the land. 
Again even in ryotwari areas, in a district settled 20 years ago, the 
revenue may be an extremely small proportion of the present return from 
the land. 

A, — There may be very few cases of that kind. So far as my districts 
arc concerned, I do not think any such cases arise. 1 do not admit that 
in the last settlement we were ligiitly taxed. 

Q. — We hoard the Advocate-General and Sir T. Uesikachariar this 
morning, and we were told that the value of certain lands was one hundred 
times the land revenue, so that the land revenue is a small proportion of 
the return. 

A. — I do Jiot denj’ that ; but that does not necessarily imply that the 
tax is very low. 

Q" — That is why it is stated that it varies from a small proportion 
of the economic rent, that is, between large, prosperous cultivators and the 
I>oor man with bad land. And would you standardize that? 

A.— What is now obtaining in my district is already standardized. You 
don’t find inequalities in my district. I would standardize in this sense; 
that 30 years ago it was taxed. I do not insist now that the old tax 
feed 30 years ago should bo continued. The land will have to bear a 
■ little more. But the trouble is that 30 ycai’s ago one district Avas settled, 20 
years ago another district Avas settled and 10 years ago some other district 
Avas -settled and so on. ' The rates Avould naturally be different. I would 
like to v^alue the Avhole thing to-day; and if to-day by some process Ave can 
fix the rates for all the land, I Avould prefer that. 

Sir Pei'cy Thompison. Q . — ^You AA'ould not standardize those inequalities; 
but you Avould have a fix's!! valuation and assessment and standardize that?. 

A.— Yes. 



Q. — ^You say that “the Iiidiau super-tax on companies in its present 
form is justifiable”. Why do you say so.? 

A. — I do not see any inconvenience in it. Companies, generally, when 
they get profit, should pay something to the State. 

Q. — It is the shareholders that i>ay. With regard to the super-tax, it 
means that the poor shareholder pays just as much as a rich shareholder paj's. 

A. — quite understand that. There are poor shareholders and they 
pay some tax. But in practice the diffieult 5 ' is not very great. TJiey may 
lose a feiv annas. The State should bo carried on; and ivould it not bo 
difficult to approach every man ? The inconvenience involved in the collection 
of the tax would perhaps be counterbalanced by this. Convonionce is one 
ground of justification. 

Q. — ^There is something to be said on that point. Tliere was a similar 
lax in England called the Corporation Profits tax and that was abolished 
largely on the ground that it hit the poor and -the rich alike. It hit the 
man who earned an income under Rs. 2,000 just as much as a man who 
earned an income above that. I was going to suggest that you should 
charge on the whole profits. You may have a poor company with rich 
shareholders and a rich company with poor shareholders. 

A. — How can that bo a factor in determining the tax to be levied 
on the profits? 

Q. — It is the individual shareholder who bears it. 

A. — He bears it only on the share he gets. 

Q. — ^At the same rate as the rich man? 

A. — So long as the profit is the same. ' 

Q. — The argument which you are using, if carried to its logical con- 
clusion, would mean that you should not graduate income-tax. The super- 
tax on companies tails with equal heaviness on the rich and the poor. Then 
why should you graduate income-tax? 

A. — I certainly approve of graduation; but my point is this; so far 
a-s the companies in this province are concerned, they are very few in 
number and the majoritj' of the shareholders are richer men. The poorer 
classes have no idea of purchasing shares in companies at all. Except 
perhaps in districts like Coimbatore, where there ore cotton mills, on the 
average it is the richer classes that go in for these shares. For instance, 
I know of nobody in my district who has shares in the Imperial Bank. 

i'he Fresident. Q. — ^Anybody who has shares in the Rajahmundry cotton 
m.lls ? 

A. — Only recently. 

Sir Percy Thompson.^ Q. — ^Witli regard to agricultural incomes, you 
think the present exemption ought to be continued. Subject to this, you 
tax the absentee landlord? 

A. — ^Yes. 

Q. — How exactly would you dofiiio ‘absentee landlord’? 

A. — One who does not normally reside in the district and actually culti- 
vates himself. For instance I am one. I am practising in Madras as a High 
Court Vakil. 

Q. — ^Would you treat him as an absentee landlord if he lived in the 
village ? 

A. — ^It is difficult. If his lands are too many and if he leases out some 
lands, I do not know ivhether we can adopt that principle. 

Q- — ^You still tax him in the absence of perananent settlement. 

A. — Yes. I gave some political reasons for that. 

j. .Q.-- You say land is passing into the hands of capitalists and pro*- 
ressional men? • ^ 

A. — ^Yes. 

iuticl?"^event that v-hether thb tax on the incomes would very 



A. — ^It is only because we get a good yield from land, that we go in 
for it. We do not deny that. I, for instance, have invested iny earnings 
in land. 

Q. — Is it bccanse of the fact that there is no income-tax on agricultural 
incomes that you have done so? 

A. — ^Possibly that idea is never entertained. For my part, I purchased 
the land bit by bit. Speaking purely from a personal point of view, 1 
think there is justification in taxing these men. 

Q. — ^You do not like the ai-raugemcnt under which you pay the tax 
Dll the i>rofits of the i)i-eceding year? 

A.— No. 

Q- — In your case, is it not a fact that tlic previous j^ear when you 
made an incomo of Rs. 60,000, 5^011 did not pay on Es. 50,000? 

A. — ^kly income-tax was deducted at the source. I took charge as Minis- 
ter on the 1st November 1920. I paid income-tax that year. Then again, in 
1921, in 1922 and in 1923, I paid it. Thus, I paid for four jmars for 
being in charge of the office for only three years. 

Dr. Paranjpyc. Q. — ^But only for a fraction in the fii'st year and a 
fraction in the fourth year. 

A. — ^If a mail is taxed for what ho has earned, whatever bo the 
process, it is well and good. Lot him not bo made to pay more. 

liir Percy Thompson. Q. — You realize the difficulty: with regard to 
Government servants, you know what their incomo is and you can charge 
on the incomo earned during the year. With regard to profits from 
trade, you have to wait until the end of the year and that means you 
never get income-tax in the year in which it is eaimed. 

A. — ^Then the two taxes must be distinct, and a separate charge should 
be levied on each. 

Q. — ^You get the same thing even if you charge on the average of the 
three preceding years. 

A.— Yes. 

The President. Q. — Under Q. 26, you say, “I agree that every mem- 
ber of the community should pay some tax, the only condition being that 
he should be able to pay”. But when you come to Q. 52, you dispute 
the accuracy of the assumption. Are the two statements in keeping with 
one another? 

A. — ^It all depends upon the meaning you give to the word ‘poorest.’ 
If the poorest is unable to pay any tax at all, my two statements 
would be true. If he is capable of paying something, he will have to 
pay something. 

Q. — ^You recommend a protective duty on imported salt? 

A. — Yes. 

Q. — ^And you think that the Bengal consumer would bo patriotic 
enough to paj' the duty? 

A. — ^Yes. 

Dr. Syder. Q. — ^IVhy should not the Kistna and Godavari zamindai's 
be patriotic enough to pay for the spread of education in the Ceded Dis- 
tricts P 

A. — ^There is a lot of difference between the two. One is nationalj 
and the other is individual. You are speaking of the Kistna and Godavari 
districts. There is no analogy at all. Y'ou know_ what the Bengalis 
are. There are men there who can give up all their fortune and serve 
the country. Do you mean to say that for the sake of the nation, 
they would not be prepared to purchase the Indian salt in preference to 
the foreign salt? 

The President. Q. — ^If they are patriotic enough, is it necessary to help 
them hy putting on a duty? 

A. — ^But it is the function of the State to protect its own industries 
and to sec that they are not dumped with foreign articles wherever 
possible. 



J)r. Itydcr. Q. — ^I'lioy have never nltoniptecl the boycott of foreign salt, 

A. — flo not Icnon- nhotlior it was suggested to tliein. I liavc got 
mneb faith in Bengal. Wo vnnt to siijiidy tlio vliole of India nith our 
salt if wo can. 

The rrcshlcni. Q. — With regard to o.vciso. you “do not admit that 
the policy would involve a large qxj)endituro for its enforcoinont for any 
length of time’' Have you studied tvliat had tnlccn place in AnicricaV 

A.— No. 

Q. — Slay T give you the American figures i' During 1919 — ^23 the 
Amoricaub have increased their slatf from .5,223 to 21,27.5 and tlie cost of 
it has increased from Bs. 2. .31 ,00,000 to Bs. 1.3,(50,00.000; and yet the en- 
forcement has heen (luile inolfective.' They have seized property of the 
value of Bs. .3, 00, ‘15.000. The courts are so hlockcd with the citses that 
they cannot try them for yoare together. 'I'ho sontcnco.s of impn'son- 
nient amounted to 2,781 yeans. 

A. — The figure.s are appalling. But I lliink our conditions differ. This 
country has always prohiliitcd drink in Iheorj' at least, from tlie earliest 
times. 

Q. — ^^\'hat is the authority for that .slaleinenl? 

J)r. Jhjdcr. Q. — Is it not laid down in the shaft uis that molten lead 
will ho pourtsl down the throat of the man wlio drinksp 

A. — 1 hoard .something of the kind, though not in that way. 

The J‘rcxklcnt. Q. — Have you studied the hook “Indian Prohlcins” 
hy Mr. S. M. iMitrar' He say.>: “Wine was used in India from time 
immemorial. It was drunk and drunk freely at .sacrificial feasts, and 
on noteworthy occasions the use of which was the chief feature at the 
tSoma ollering of the old .Aryans, when (lods were honoured hy howls 
of the precious draught”. 

A. — ^ilay 1 meet that hy another statement ntlrilmted to Shri Shanknra- 
charya? Once ho was taking wine, and his pujiils who were observing 
the master taking it, also took to it. But on another day he took hot 
molten load, and asked his pupils to do the same, hut his pupils could 
not do that. 

Q. — ^iSgain you know the famous passage in tlio ^lahabhamtn which 
tells how at a iiicnic given hy.Arjuna wine flowed like Avater. In fact, 
no social gathering was complete Avithout liiiuor. Krishna and Arjiina 
arc described Avith eyes heavy Avith drink. I'lic Yadavas in one battle 
took the field in such a slate of intoxication that they sIoav one another 
instead of the onomy. 

A. — Iji the same hook there is a chai)ler Avhich o.xplains tliat the 
YadaA’as died hecauso they took Avino. 

JJr. Uijclcr, Q. — Arc you prepared to say tliat all the Moghul Euipo- 
rors Avorc strict teetotalers;-' 

A. — 1 remember at least a man like Akhar diii not drink. 

Q. — No, Avhen lie Avas lending hi.s anny. lie did drink, hut avIicii lie 
hogau his philosoidiieal career he became a saint and a better man. 

A. — J must say that avc drink much less than the European couu- 
trios. 

Q. — AVould you please refer to the conelusioiAs of the Bombay Excise 
Committee? It Avas certainly not in faA'our of drink. It is said there 
that “all the Moghul Emperors with a single oxcoiition perhaps of a 
devout Muslim like Auraugzeh Avere Aviiio drinkers”. 

A. — I cannot accoxit that vioAv. 

Q. — ^You say in your younger days all the A-illagcs Avero sober? 

A. — I should think so. Even iioav they uro sober. 
l^^^Q‘~Havo you not seen in A'iliages toddy shops surrounded by vll- 

A.— I can’t say that. 

rate^ “sreo that there is a good deal of toddy drinking at any 

A.— Yes. 



Q. — ^Yo\i say, "When the inamifacturo of toddy liquor was prohi- 
bited and ruin introduced in its iilace, it was very much apprehended 
thiit illicit manufacture of arraek_ from toddy would he difficult to be 
stopped”. Is -it not an oxtraordinai'j’ statement when you had about 
30,000 prosecutions a year? 

A. — ^That might be. T took, for instance, the figures during the last 
25 years. 1 do not think in this century you have been aide to control 
it. 

Q. — The siiirit has boon available of any kind, but there has been 
only a change in taste. 

A.— ^You are a better authority in it. Jly own difficulty has been to 
stop illicit manufacture, though it has been very limited from a short 
time. 

Q. — You still consider people are very sober? 

A. — I should think that they are comparatively sober. 

Q. — Then where is the necessity for such drastic regulations as j’ou 
propose ? 

A. — Because other infiueiices are at work. 

Q. — Do you observe any marked deterioration in the physique of the 
worker ? 

A. — I cannot tell you that. Perhaps some of the factory managers 
would bo .able to toll you. I .should think it does affect the health. 

Q. — T have heard from a very largo employer of labour that the finest 
cooly is the toddy-drinking coolj’. 

A. — Perhaps he judges it by the work ho extracts from them. 

Q. — Generally .speaking, one of the arguments in favour of prohi- 
bition is that you are going to got large revenues from the extra earn- 
ings of the people. If there is no physical deterioration, no increased 
earnings will be got by .stopping drink? 

A. — T believe there is deterioration. 

p. — How are you going to replace the revenue which you propose to 
abolish P 

A. — It cannot bo done in one year, but it ought to bo a gradual process. 
Li the second place, the resources that I have pointed out and the resources 
that you will be able to recommend should bo able to meet this deficit. 

Q. — ^Your proposals are succession duty, tax on tobacco and an employee 
tax? 

A. — ^Ye.s, and tlie income-tax on agricultural income, piwided the 
condition attached to the proposal is accepted. 

Q. — If you are going to have iiermanent settlement, you would not 
get an increase? 

A. — ^I do not say in the least there should be a deficit in the revenue 
which you would ordinarily get in the thirty years. You will manage 
to levy your income-tax in such a way as not to go below that amount bxit 
above that. 

Q. — I do not think you would be prepared to say that there is going 
to be an increase in the return of land revenue by substitiiting permanent 
sottleinent jilus income-tax for the tcmiioraiy .settlement. 

A. — Certainly, I don’t say that. There will be an increase, and there 
ought to be an increase by -these periodical settlements. Provided you 
ta& away this liquor tax and you improve our society, we ought to 
be prepared to pay a little more thi'ough other sources. 

Q. — Then most of the extra revenue would come in the shape of income- 
tax on permanently-settled zamindaris? 

A. — Yes. 

Q. — ^Yonr succession duty will be practically on the same iieople? 

A. — ^Yes, on those who arc able to 1133 % - 

Q. — ^Do you think it would bo fair to impose both taxes upon the 
zamindar at once? 

A. — Unquestionably it is fair. Is it fair for the zamindar to squander 
away the money as he likes, simply because he is the son of his father? 
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Q. — ^You do not think that it wonicl result in the hreak-np of the largo 
estates ? ^ 

A.— Why should it? I do not think it could roach that point at all. 

Q. — Is not that irhat happened in England, that the imposition of 
these heavy duties resulted in large estates breaking up? 

A. — I must confess my ignorance of the English conditions. 

Q. — Then you will have an employee tax. Again, it will hit the same 
class of man? 

A. — I was thinking of the factories and mills of that kind. 

Q. — How can you impose anything further than income-tax upon the 
factories and mills? 

A. — ^Wniere is the difficulty? The cotton mills at Coimbatore get 200 
or .300 per cent. Would there bo anything wrong for them to pay? 

Q. — The Bombay mills are not making anything now. There are 
plenty of mills, the value of whose shares has fallen by 200 per cent or 
so. 

A. — Only when compared with the War rates. I thought Coimbatore 
paid 25 per cent last year and Madura paid the same figure. 

Q. — Then j'ou are going to put a tax on every employee? 

A. — Of course, this must be taken with caution. I did not mean that 

tax should be prohibitive. 

Q. — ^You have to find five crores of rupees? 

A. — I must confess I have not calculated how much it would bring 
in to make up these fi've crorcs deficit from excise. 

Q. — ^Do you think you will get even one crore of rupees? 

A. — That only means you will have to devise other so\irces. I 

thought that taxation has not been equalized and the poorer class and 

the agricultural classes are being over-taxed and the richer people are not 
paying their qiiota. 

Q. — It is for you to suggest the .sources. Another tax you 2 >ropose is 
on tobacco. Do you think that is a i)racticable tax? 

A. — Why not. “SYo have been collecting cesses on cotton, etc.- 

Q. — How would you levy a tax on tobacco? 

A. — Something like the cotton cess which is levied as the stuff reaches 
the factories and gins: so also Avhen tobacco passes from the hands of 
the producer yon must tax it. 

Q. — A very large part of it is not manufactured at all. 

A, — ^AVith reference to this yori have to catch it when it is with 
the dealer. 

Dr. Paranjpyc. Q. — ^It is a small trade with a limited number of people, 
is it hot? 

A. — Excuse me, if you go to a place like Polavaram and in the lanlcas 
of Godavari, you will find lots of merchants haunting these agriculturists’ 
houses for tobacco. It is a big trade in these places. 

The President. Q. — Even if you are going to tax the rich dealer, it 
would involve care and investigation of almost every acre. It would be 
very difficult? 

A. — ^It ought not to be difficult with your rigorous system of village 
officers. 

Q. — There are hundreds of thousands of acres of scattered cultiva- 
tion. 

A. — ^We want revenue and wo find the tax is otherwise justifiable. 
Unless the difficulty is insuperable, I think it is worth trying. 

Q. — ^Instead of trying to tax in that way, would it not be simiiler 
to impose an acreage duty? 

A. — Then it will be considered as a tax on the land. The earliest 
stage, for taxing should be aft^r it loaves the producer’s hands, 


426 


Q. — You would have to ascertain from the ryot how many acres he had, 
what the produce was, how much he realised and then tax it. 

A. — can very well do the same as in the cotton cess. 

Q. — Cotton must go to the gin, so there is no difficulty, but tobacco 
is not like that. 

A. — Judging from my experience I can say that tobacco goes to many 
foreign countries. In a place like Polayaram^ this trade is on a very 
big scale. I think it ought not to be impossible to find out. 

Q.— j^Do you think people would prefer paying a tax on tobacco to 
the pa 3 ung of excise duty? 

A. — suppose the liquor drinker would prefer to have his drink, 

Q. — ^You regard both as conventional luxuries, but one is slightly more 
hariuful than the other? 

A. — According to mj’ conception drink is sinful. 

Q. — you are a Sikh, j’ou will be conunitting a sin if you smoke. 
It is against their religion. But tbej’ can drink. 

A. — ^I do not know that. 

Sir Perc]! Thompson. Q. — ^You favour an export duty on lac on the 
ground that there is a good deal of monopoly in it? 

A.— Yes. 

Q. — ^Then you are in favour of levying export duty on fish, oil- 
cake and other manures ? You think it more useful to keep them in 
the country ? 

A.— Yes. 

Q. — How would you justify a duty’’ on raw cotton that is not a mono- 
poly? 

A. — There are only three countries in the world iJi'oducing cotton. I 
should like to see as much as possible of the cotton India produces convert- 
ed into cloth in India. 

Q. — ^You mean for export? 

' A. — Even for home consumption. We purchase 73 crores’ worth of cloth, 
out of which 50 crores’ worth comes from foreign countries, and most ot 
it i.s made from cotton produced in this country. 

Q. — Is it not easier to levj" an import duty on the manufactured article.' 
India does not produce as much cotton for export as America. India has 
no monopoty, and veiy little influence on the price. 

A. — ^But let us leave alone America and England, and take the case of 
Japan; everj' j-ear forward contracts ax’o made for millions’ worth of cotton. 
It goes to Japan and it comes back to our countrj' as cloth. 

Q. — ^There is no limit to the production ot raw cotton. America could 
produce double the quantity. 

A. — ^Even America’s production has fallen. 

Q . — J am suggesting that if j"Ou do put a tax on cotton, the result of 
your export duty would be to put up the price of the export cotton and so 
curtail ixroduction; the demand woxikl still exi,st, and presuniablj’ the supply 
will come from America. 

A. — Ordinax’ily speaking, India can consume a lai-ger quantity of cotton 
than it is at pi-esent consuming. The ex^xoi-t of a lai-ger qxiautity of cotton 
than is xxecessary can be .stopped by this tax. 

_ Q. — ^Your import duty on cottoxx cloth is 11 per cent as against the 
excise duty of 3^ per cent. So thei'e is a jxrotective duty of 7^- per cent? 

A. — Yes, Sir. You know that most of the Indians do not like the 
cotton excise, while some of us ai-e prepared for a higher impoi-t duty. 

The President. Q. — ^^^ou ask, with regard to waste land newly brought 
under irrigation, if that nexvly iiwigated laixd is not to become private pro- 
perty, is it proposed that it .should he managed bj' the Government, and 
you saj^ that it would lead to complications. I do not know if you have heard 
aboxit the colonization experiments xn Bux'ina where they are treating them- 
'selves as absolute oxvnei's of the colony land qnd perfoi'ming all the func- 
tions of the landlord. 

VII— 64 
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A. — I do not l<no\v lliat whotlicr those lands can ho doscrihod as domain 
lands. 

Q. — ^Is it not practically the same thing.? 

A. — ^Probably. 

Dr. Kyder. Q. — Is the revenue that the different States derive in 
Europe from public domain on the increase or on the decrease.? 

A. — It is on the decrease. I think civilization is advancing and new 
systems of taxation and principles are followed. This kind of income is 
considered to bo wrong. 

The President. Q. — You say yon can think of no powers of taxation 
which can be given to local bodies unless it be the power to levy' an addi- 
tion to the State income-tax. Isn’t the profession tax practically' that? 

A. — A man is made to pay income-tax because he gets some income: 
profession tax is different from income-tax. 

Q. — It is not quite the same, but it amounts practically' to the same 
thing. / 

A. — Some graduation is allowed there, but the profession is not enough 
to justify' the payment of a tax. You have no minimum limit: every man 
who takes to any profession is bound to pay it. I do not think they are 
the same. 

Q. — Perhaps it is like the old license tax. 

A. — It is something of the kind. 

Q. — ^You say later on that numerous classes of people escape payment 
of local taxes. Which classes are they? 

A. — Most of the professional men escape the in-ofession tax, e.g., banks, 
railways, insurance companies, factories, mills, etc. 


Q. — You can get at all those either through the profession tax or the 
companies tax. 

A. — ^Sly' contention is that this profession tax is a limited^ and small 
one; it is not adequate and the pi'ofe.ssions are capable of pay'ing a little 
more. 

Q. — Is it not within the power of the local boards to raise the rates? ^ 

'A. — ^The maximum is fixed l)y statute. 

Q. — How many have got to the maximum? 

A. — The maximiim itself is a very low figure. 

Q. — They' are all aboli.shing profession taxes because they find them 
troiiblesome to collect? 

A. — I don't IvJiow, but if these local bodies really want new sources of 
revenue, they can get them. 

Q. — You say' that “the whole .system of local taxation requires over- 
hauling, and it is hoped that this Committee will undertake the task”. 
Would you kindly' indicate to us what we should do? 

A. — I remember your speech as Finance IMember, most of which was con- 
fined to the reform of local finances. I was thinking of that. 


Q. — I’oiir reply to Q. 113 : you defend the limitation in the case of land 
tax on the grounds which we have been just discussing. What about the 
municipal house tax; why sho\ild you limit that? 

A. — It has a certain capacity to bear; I think that stage has been 
reached. 


Q. — ^lAHien the rate in England goes up to 100 per cent and over of the 
rental value, do you think the capacity stage is reached in India? 

A. — ^That depends upon various circumstances : what is the income of 
an Engli.shman. and what is -that of an Indian?. 


Q- — ^This is not a fixed tax. 

,, A' The capacity' of a man to pay' tax depends upon his income. Even 
the house tax will have a. bearing on that. 1 think it will be hard to call, 
on a poor man struggling for his existence to pay more than a certain 
nxed amount, even though his house is a fairly decent one. 

levied as a percentage of the value, that does make a 
ciiueience in income, ^ 
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A. — jii iicLlial practice, nothing of the kind is done. 1 was tlie ijresidcut 
of a taluk board for some years, and 1 was in charge of twezity or iliirty 
unions. My oxxzorionco lias been tliat if a hoiiso is estimated as worth 
Its.’ 500, the tax is made at that figure, no otlior allowances being made. 

Q. — ^You recommend a registration fee on maiTiagos on a graded scale? 

A.— Yes. 

Q. — Do you moan that a larger fee should be paid for a second marriage? 

A. — r meant the status of the family: a rich man ought to pay more 
and a iioor man less. I support it only as a last resort. 

TJr. Varanjpyc. Q. — ^^Vould a rupee for each marriage be too much? 

A. — It won’t bo in the case of the middle classes. 

Q. — ^How much docs the very poor spend on marriages? 

A. — I\Iy rate would vary from 4 annas to Its. 100. 

Q. — It would be rather difficult to grade this marriage fee : who is to 
grade it? 

A. — ^Tho local authorities : the local officers ought to know the income- 
tax they are paying, their status, etc., from which they can fix their capacity 
to pay this too. ^ 

Q. — 1 will give you an illustration ; lots of marriages are celebrated iu 
Poona, though neither the bridegroom nor the bride belong to that place. 

A. — They must bo ver>- poor people; judging from the circumstances of 
this country, I know that every man would like to marry his daughter in his 
own house. 

Q. — ^If you have a priest, you can order a feast immediately. 

A. — ^This practice docs not obtain in Madras. I have never come acioss 
a man coming from the mofussil and performing his marriage in Madras. 

The President. Q. — You say j-ou pyy a sufficient fee to the 2 J^'>‘ohits 
for the evidence of the marriage: is an}- record kept of that? 

A. — ^Thc object of the marriage procession is that all people should know 
that the marriage is taking place, and all aro invited for the purpose of 
witnessing the marriage. 

Dr. Jhjdcr. Q. — ^^Vould there he any ojiposition on the part of the people 
if this fee were levied? ‘NVould they say that Government is interfering 
with one of their sacred rites? 

A. — ^I do anticiiiatc some little ojiposition, but I suiiiiosc that as time 
advances it will be all right. 

Q. — ^You don’t think that iioliticnlly-mindcd iieople would make capital 
out of it to the detriment of Government? 

A. — ^People who aro so minded will take any chance to make capital, 
but 1 think that, ordinarily speaking, reasonable people can be expected to 
accept it. 

The President. Q. — Yon object to a tax on patent medicines as a matter 
of health? 

A. — ^I have also stated that the proceeds would he small. 

Q.— Have j’ou over studied the publications of the British Medical 
Association in whch they give analyses of all the most famous patent medi- 
cines? They show that these often have no medicine in them at all. 

A. — I don’t know whether it is quite fair: there aro some medicines 
u'hich aro very good. I have known a medicine named ‘Celerina’ which 
comes from America. I have used jt successfully in the case of some diseases. 
Drunkards would give up their drinks within three months. ‘Cuticura oint- 
ment’ also comes from America: I have used it very successfully. 

Q. — don’t say some of them are not successful: but a groat many of 
them arc pure humbug. 

A. — It is quite possible; a certain element of fraud is inevitable, 

■ Dr. Paranjpye. Q. — ^If you now pay Ps. 2 for a patent medicine, you 
won’t object to paying Es. 2-4-0? 

A. — Perhaps not. I would put it this way: these are coming to your 
hands, so that you may adju.st these matters. I won’t attach any importance 
to them. 
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Q . — You aro in favour of taxing i)alciit Jiicclicincs, if uecoijsaryi' 

A. — Y'cs, if necessary. 1 am in favour of any tax, if it is unavoidable. 
It is a question of balancing the advantages and disadvantages and your 
needs. If tlio State does require a certain amount of money, it must gc"t it. 

The Fresklcnt. Q. — You object strongly to an excise duty on Indian- 
made cigarettes, vliyP 

A. — I find tliat the import of cigarettes is enormously on tlie increase, 
and I do not seo why foreign ])or.sons and foreign countries should bo en- 
riched at our expense. I know that a largo quantity of tobacco from 
Guntur district goes to Germany. 

Q. — ]s it not a fact that Indian-made tobacco is nnsuitablo for manu- 
facture of cigai-elte.s and that Jndian-madc cigarettes are made out of 
imported tobacco? 

A. — ] know for a fact that enormous quantities of tobacco aro exported 
from Guntur to Germany and there converted into cigarettes and they come 
back to India. The German company has now been taken up by a British 
company : they have invested about 7 lakhs of rupees in buildings in order 
to enable them to collect the tobacco; they have also advanced money to the 
cultivators. 

Q. — In Bengal we had the evidence of the inanngor of one of the biggest 
cigarette companies: ho said that his company were using imported tobacco 
tor cigarettes. ' 

A. — I know that our tobacco is going to Gormanj’, 

Q. — Have you studied the figures in our Questionnaire of the enormous 
increase in the import of unmanufactured tobacco? 

A. — I am not sure if it is the cheap tobacco. It may bo' ‘Virginia’ 
tobacco, a high class tobacco. 

iJr, Tlyder. (}. — I think ‘Jfed Lamps’ and other cigarettes ai’O made 
entirely out of Indian tobacco. 

A. — As a matter of fact, it docs not ])ay to use the foreign tobacco for 
cigarettes in this country. I should imi)ress, if I may, on this Committee 
that there is need for stoiiping the import of cigarettes, and 1 was told that 
most of these foreign cigarettes contaiii more paper than tobacco. T was 
reading in a ncw.spaper tlio other- day that if the American nowspapoi-s pub- 
lished in a year wore spread over the world, they would cover the globe, but 
lialf of them were used as covers for cigarettes. 

The Preshlcni. Q. — On the question of the division of rcvomics, you 
think it is for us to find balancing factors? 

A. — If you can. 

Dr. raraiijpyc. Q. — You are against the division of the proceeds of 
any tax ? - 

A. — 1 am against it. Supposing a tax is collected in a province and a 
portion is sent to the imperial Government, tho.so who aro responsible for 
imposing the tax, i.e., the Legislative Council in Madras, would be responsi- 
ble only for the collection of tho tax, but not for its expenditure. They 
have no voice in the Assembly. Ju the Assembly, while the people’s represen- 
tatives vote for the expenditure, they have no voice in tho collection of that 
portion. Supjiose you collect 7 crores of rupees as land tax and yon Imvo to 
give I cuoros to the Government of India. AVo, in tho iladras Legislative 
Council, arc resi)onsiblc for the collection of the 7 crores, but wo aro not 
rc.sponsiblo lor the exiieuditure of tho 4 croi-cs that wo give to tho Govern- 
ment of India. Why 1 advocate complete separation of tho resources of tho 
Central and Provincial Govornment.s is this: if tho source of revenue is put 
under a divided head, one portion to the Government of India and another 
to Jjocal Governments, the dilficulty i.s that, ivliilo the local legislature is 
responsible for the collection of the entire money, it has no voice in tho ex- 
penditure of that j)ortion which goes to the Imperial Government, Avhoreas 
those in tho Assembly will bo rcsj)onsiblo only for tho expenditure, because 
they can vote on the expenditure but they do not vote for tho imposition. 

Dr. llyder. Q. — If the Finance Member Avauts to increase the rate of 
income-tax, I think ho will have to submit his bill to the A'oto of the 
Assembly. He Avill have to submit any finance bill to the vote of tho 
Assembly. 

A. — 1'bo trouble is this: take tho_ ca.se of the land tax (tho land tax 
in Madras is A'ory high), a share of it Avill be a very good thing for the 



Govoriuiiciit of India. Even assuming tliat tlio i-occipts also form one of fhe 
subjects for discussion there, the inoinbers from Madras ivill be so iew that 
they can bo out-voted. 

Q. — ^^Vould you ])rofor tliat the Central Goveniinent should iinjjose ils 
own rate and tbo Local Governinoni its own rate and tlio collection to be lelt 
in tbo bands of either the ono or the other? 

A. — am iiiteroslod in the agency of collection ; even as regards those 
who have to give their. consent for the tax, I think that the Assombty does 
not reprc'.cnt their view as a whole. Very few are there, and intci-provincial 
jealousie.s and antagonisms might play llicir i)art. On the whole, 1 slioiild 
think that it is. more scicntilic to have .separate ix'sources. 

77m; Frraidcni . Q . — You say; “J ant not nnanare of the x>resent dilii- 
c-ulties. 'i’lie donniiid of IBoniltay itnd UcngJil for further rev'cnuos or for a 
•shiiro of the income-tax is as much juslilied as the claim of Madras, the 
United Provinces and the Punjah for the eifacemont of the itrovincial contri- 
butions. But these arc necessary evils. Xot that balancing factors cannot 
bo discovered which might to some extent make up for this embarrassing 
element. For instance, if an excise diity or export duty is levied, say, on 
jute, and a portion of the rcyenuc is given to Bengal, the rest going to tlie 
Central Government, a solution could liavo been arrived at”. 

A. — If jou proceed, you will lind that J gave it only as an oxcejjtion. 

Q. — You say: "If you arc to set out in quest of balancing factors, I 
liavo no doubt you will discover many — and vcr.v useful and advantageous 
ones they will be. But then you cannot avoid complexit}' which is not 
desirable.” 

A. — ^.\nd .simidicity. 

Q. — You can get a fairer sy.stcm? 

A. — ^It is only a choice of two evils. 
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22nd May 1925. 

OOTACAraUUD. 

Present: 

Sir Chakles Touuukteh, k.c.s.i., i.c.s., President: ■ 

Sir Bmay Ghanu JIaiitab, c.c.i.e., k.c.s.i., i.o.ai., Mnliaraiadhiraia 
Bahadur of Biirdivan. 

Sir Pkbcy THOjti’soN, k.b.e., c.b. 

Dr. 31. P. Pabakji’ye. 

Dr. L. K. IIyueh, ai.e.a. 


IVIi’. S. 2C. SAHiMA, S.A., ‘B.hi., Pleader, Trichinopoly, 
was eKamined. 


V/ritten memorandiira of Mr, Sarnia. 

Economic Enquiby an'd Incidence op Taxation. 

All enquiry into the economic condition of the different strata of Indian 
society — if one such can be instituted — will be helpful for indicating the 
progress of deterioration of the iioople during two periods over wliicli it 
may extend. But it is greatly to be doubted whether it can bo lield in a 
manner helpful to draw any conclusions therefrom as to the probable effects 
of a particular tax or tax system over the whole or any section of the com- 
munity. There arc ever so manj’ factors which affect national life, and the 
conditions of its groirth that even if one should succeed in measuring the 
material growth of the people in general and the different groups of workers 
that make them, it would scarcely be possible to appraise the real effect of 
taxation on them. If other things remained the same between two periods, 
we can judge of the effects of taxation on different groups of people by means 
of a census of production and consumption ; but other things remain no 
more the same than the economic man in an island home exists outside text- 
books for other than illustrative purposes. An economic enquiry has been 
asked for since the daj’s of Sir William Wedderburn, and the Famine Dnion 
that was started under his auspices, not so much for the purpose of measuring 
the incidence of taxation on each class of the community, as for finding out 
remedial measures for alleviating human suffering, as intense then as now, 
and leading them to higher plane of liumah existence. Taxation is only 
one of the factors that affect the material condition of the people : there are 
factors which are of a more vital character ivhose effects have got to bo 
accounted for before we can assess its dynamic effects. 

First -and foremost among such factors wliich render impossible even an 
approximate calculation of the economic stability of the people — let alone the 
question of framing scientific methods of taxation thereon — ^is the fact that 
more than two-thirds of the iiopulation have to depend upon the land for 
their sustenance. Sir Fleetwood Wilson oxi^ressed an economic truism when 
he said that the Indian budget is only a gamble in rains. One has only to 
read the opening paragraphs of the annual financial statements, and they 
tell a singular tale of good rains reflected in “prosperity budgets” alternated 
with years of partial or extended failures of the monsoons resulting in 
falling revenues and increased taxation. A single monsoon stands between 
starvation and plenty. Assuming for the purposes of argument that the 
incidence of taxation falls witk even oppressiveness upon all classes in a 
year of “normal prosperity” and is all that could be scientifically desired or 
devised, the failure of a monsoon will work severe havoc among the people 
in_ a crimlly uneven degree. It is not only that the failure of the crops 
raises the prices of agricultural commodities very high, but it is 
accompanied by loss of capital in the death of cattle and other live-stock 



431 


to an extent that it takes j-ears to replace them; and as the collection of 
revenue does not respond to the success or failure of the crops, it takes a 
longer time for those tvIio are more immediately affected to recover. Nor 
can one get a correct reading of the measure of destitution from the official 
gauge of tax returns. For example, the loss of revenue from the famine 
of 1899-1900 was about 3 erores; but the total loss to the country could 
scarcely be estimated from it. Lord Curzon’s estimate was 15 erores in wheat 
and 10 erores in cotton, and an, estimate in oil-seeds he could not make. 
Bombay alone lost twenty-three erores in her crops, and as to her loss in 
live-stock no estinuite could he made. Beyond this, there was the Govern- 
mental expenditure in relief and loans of over 12 erores. It is obvious 
that under such conditions — and there is no knowing whether such conditions 
will repeat : themselves and at what intervals — it is not possible to frame a 
scheme of taxation whose incidence will be less heavy than in a year when the 
heavens shower in plenty, for the very simple reason that one cainiot calcu- 
late, much less anticipate in advance, the relative economic position during 
two periods. 

Twenty years later the country had another visitation of a similar kind, 
and the drought of 1920-1921 can scarcely be said to be far behind the 
scarcity of 1899-1900 in its dismal effects. The acreage under cultivation 
fell by eighteen millions in food crops with a deterioration of fifteen million 
tons of produce. There were certainly' more mouths to be fed in 1920 than 
in 1900. And yet there was no Mansion House Fund; no public demonstra- 
tions and collection ’ of subscriptions; no very large number of 
relief measures started. Is it due to the economic stability of the people 
the increase in the stayi?ig power, their resourcefulness or are there other 
factors at work which, without accounting for any marked change in effici- 
ency and recuperation, have materiall 3 ' altered the conditions that drove 
men to the relief camps two decades ago? Has the development of railways 
and other facilities for transportation anj-thing to do in equalising prices 
and moving produce in times of scarcity to places of Avant and distress which 
Avere uniiANailable then? In the earlier j’ear. the total mileage of railways 
open to 'traffic was 22,000 and odd. whereas in the later j’ear it Avas a little 
OA'er 37,000. Has this extension linked tlie country sufficiently 
enough for the easy internal transportation of necessary produce from the 
non-affected to the affected areas and mitigated suffering from Avant and 
privation? If it has done so, what has been the effect in normal j^ears upon 
the material condition of the people across Avhose tracts the raihvays liave 
been laid? Wliat is the net economic effect of the importation of cheap 
foreign goods on the cottage industries, alloAA'ance of course being made for 
the profits made on the exportation of surplus marketable produce? If the 
exportation of sAirplus goods has been a real source of accretion of wealth, 
how is it that AA-hereas the ponulation of the country dependent on agricul- 
ture has increased by 20 millions during the last two decades, the actual 
acreage Ainder cultivation has increased only b.v 40 millions? And this 
presximahly of inferior A'ariety. Or, to take another test, hoAv is it that 
Avhereas during the decade 1901-1911 population increased from .689 per cent 
per year (which was the rate of increase between 1881-1901) to .86 per cent 
per year, it dropped to .2.34 per cent betAA-een the decade 1911-1921 ? The 
rate of increase in GermaAiy Avas 1.7 per cent per year during the 40 years 
pi’ior to the War. If Ave should set it doAvn to the abnormal proci’oative 
proclhdties of the Teuton, we may take _a_ groAA-th of one per cent per annum 
as noi-mal. If so, the population of British India must liaAm increased from 
223.5 millions in 1901 to 245.5 millions in 1911. There aa’us a shortage of 
three millions. BetAveen 1911-1921, it must have increased from 242.7 
millions to 267 millions. It rose only to 247 millions. There was a shortage 
again of 20 millions. Is it that so manj' AAmre not born, or is it that the 
Malthusian checks of unadAmrtised hunger, disease, poverty and privation 
liaA'-e claimed a heavy toll during all the yeai-s of fancied economic recAipera- 
tif)n ? 

To raise such and kindred^ questions is to open a vista of economic 
enquiry AA’hich must tax the patience of good many ardent souls intent upon 
finding, the truth, having previously submerged all political bias and pre- 
possessions. • But the situation is further complicated by the intervention of 
Government Avith the monetary standard AA-hich is playing havoc Avith the 
peaceful evolution of the country. In Western and Central Europe the War 
was an excuse for the respective Governments to tinker Avith their currency; 
but unfortunately a deliberate iJolic3' — or rather Avant of it — has been pur.sued 
in India for oyer a quarter of a century whose effects are all the more baneful 



f)ecauso ilioy are nnporcoivocl. Just as Sir Fleetwood Wilson complained 
that the Indian budget was a gamble in rains, so some of his pi-edecessors 
complained that it was a gamble in exchange, and convinced themselves 
that fixity of external exchange was more important to her finances than 
tlie stability of internal prices. So they managed to get the mints closed 
to the private coinage of silver and by a policy of deflation gave a fictitious 
value to tlie rupee. With that, one need not quarrel now. But having 
come to the conclusion that everything was wrong with the rupee, they 
should have continued paying their proper respects to the golden calf and put 
tlie yellow metal into circulation, which they did not. The result was a forced 
circulation of parchment and overvalued silver, with the concomitant result 
of an exaggerated price level. The hardship was realised by the Government 
who appointed a committee to go into the whole question; but the publica- 
tion of Jlr. Butt’s report was followed by the European conflict close on 
its heels. The hundred crores of rupee coinage that was to have heralded 
the passing of India from a silver to a gold standard in the ten years that 
preceded the American crisis of 1907 was sharply followed by double that 
amount during the five years of War. No_ wonder that while prices are 
falling in the IJnited Kingdom, we arc keeping to a recoyd level; and none 
dare beat us there. 

The mediate and immediate results of a ceaseless outpouring of printed 
parchments are ably summarised by j\Ir. J. M. Kej-ncs_in his recent “Tract 
on IMonetary Reform” ; but what we ai'C concerned with here is the effect 
that unregulated issues of cnrrencj' have upon the incidence of taxation. 
The first effect has been to increase it. The Government have been obliged 
to add their revenue to meet the increased cost of materials. They have 
to purchase stores both for the civil and military departments, and so far 
the purchases are made in India at an increased cost. These naturally add 
to the expenses of Government. The lower grades of the services cried for 
compensation; they were given some increment and their salaries are now 
generally raised. The higher grades have for the last few j’ears been having 
their “bonuses” and the general tax-payor has now the satisfaction of a 
more costly, if not more cflicient, overlord than he had before. It is not only 
the expenses of the Government have been raised; but the cost of production 
of every material has increased by higher w.nges. higher profits and higher 
interest paid to loans which increased taxation has absorbed from private 
savings. The railway fares have gone up and the cost of transport of goods. 
Those who have been living on fixed incomes and on investments of stocks, 
.shares and securities have been particularly hit. Those who are so hit are 
generally the large body of middle class men who though comparatively 
fewer than those who work in the fields or in industries, arc large enough 
to bear the brunt of taxation. The largo profits made in the War and 
during the decade preceding it, have increased the income of a number of 
“profiteers” ; some of whom aijpear to have been hit hard bj’ the fall in 
prices in 1920 and 1921 which the.y did not bargain for. The anticipation 
of increased and increasing profits gave a stim\ilus to jjroduction which has 
everywhere I'esulted in an increase of wages both for the unskilled and 
.skilled labour. It is not possible to .say definitely whether the increase of 
wages has overstripped the increase of prices throughout the country; we 
can at best only refer to the tendency. Taking the index number of prices 
during the basic year 1890-94 as 100, agricultural prices rose in 1920 to 
over 250. Even if the price of labour has increased pari ixn^xii, which is 
greatly to bo doubted, there is no denying the fact that over 170 millions 
of agricultural wage-earners could not have improved their condition, because 
none of them are in a ])osition to save year in and year out. A general 
rise of prices, if accompanied by a genei-al alse in wages, profits and interests, 
can improve the condition of none Avho cannot save; but it may make it 
hard for everyone in .so far as he has to pay .an increased tax. Those 
who are engaged in agricultxire — and there is hardly an acre and a half 
per head distributed among them — manage just to keep their body and soul 
together; the yield from land does not usually load to any surplus to the 
working family. It is only the few jiersons who are receivers of rent in 
kind who can pi-ofit out of their savings. If we leave out of account those 
who ai-e engaged in trade, in the .services and in industries — and these have 
to -pay higher tax on their incomes and higher price for the commodities 
they consume — ^^ve have left but a small residue of landowners receiving their 
rent in kind who might be said to have benefited by the inflation of prices. 

. appears to_ be necessai-y to refer to the uneven distribution of the 

incidence of taxation owing to the inflation of prices, bec.ause it seems to be 
field in certain quarters tlipt there has been no general depreciation of 
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ciirroiicy as the additional issues have hcon duo to tho demands of trade, 
and that tho general rise of prices is not felt by tho people as a u-liole, as it 
has not led to an increase iu tho real cost of administration. It is clear 
that there are yet some disciples of John Law oven in this ago wlio have 
no belief in tho inflation of pi’icos by over-issue of paper, as it is not 
reflected in the foreign exchanges. There is no need to refer hero to the 
distinction between specific and general dei>reciation, but so far as the cost 
of administration is concerned it does not ai^pear from an examination of 
figures that the burden has in any way been lessened. A table comparing 
the revenue from some of the principal sources is given below: — 


Sources of Eevenue. 

1901-02 

Es. (000 omitted.) 

1920-21. 

Es. (000 omitted.) 

Land Eevenue 

' 27,39,80 

31,97,48 

Provincial rates . . 

1,55,77 

91,21 

Income-tax 

2,05,40 

22,19,28 

Salt 

8,90,90 

6,76,45 

Excise 

6,11,60 

20,43,65 

Customs 

5,74,95 

31,89,85 

Stamps • 

5,16,96 

10,96,08 

Eegistration 

46,94 

1,12,04 

Eailways . . 

16,08,85 

26,01,15 

Irrigation 

3,79,69 

8,79,65 

Total 

77,30,76 

1,60,06,14 


Between these twenty years it is clear that tho amount absorbed by tho 
Government on these accounts has increased more than twice. As a matter 
of fact, the general level of prices during tho same period has increased 
practically in the same proportion. The incidence, liowever, has fallen 
unevenly. So far as excise is concerned, it will only affect those who are 
habituated to intoxicating liquox-s and drugs; it will not fall on others, 
though the indirect effect oix the community may be different. But the 
customs I'oveiuio .shows that almost all peo])le who in one way or another 
consume imported goods have boon affected, the revenue having increased 
more than five and a half times. Stamps and registration fall upon those 
who have recourse to law courts or are concerned in the transfer of property. 
The falling off in the salt revenue is a distinct gain to every one, and the 
i-evenue from land has not kept pace with the general level of prices. As has 
been stated alreadj’, no definite conclusion can be drawn from it, as high 
prices can benefit only those who have surphis produce to bring to the 
mai’ket; and these must have gained at the expense of the landless people. 
If the latter pay income-tax, they are still more severeh' hit as the expan- 
sion of the income-tax revenue shows. MHiereas the sum total of benefit 
to tho community has been nothing, different comnnmities have borne the 
incidence in a different manner, some .slightljq many heavily, while a few 
have benefited by it. 

Tho exterixal exchanges also affect the incidence of taxation, though the 
Government have been at pains to correct it sometimes successfully and at 
other times unsuccessfully. The deflation of currency between 1893-1898 
must have affected the incidence to the detriment of the debtor but for the 
amends the Government soon after made by forcing the ixace of rupee 
circulation to an extent that could not be dreamt _ of before. After the 
commencement of the War, the exchanges began to ilse owing to the heavy 
exports of war materials and tlie high i>rices secured by them abroad. 
Prices rose so high that even silver was affected bj' it, and in order to 
prevent the rupee becoming more valuable than its silver contents, the 
exchange was periodically corrected. Finally, on the recommendation of the 
Indian Currency and Exchange Committee, the rupee was sought to be 
linked with gold at the rate of 2s. in the expectation that it would stand 
at that level and in the belief that Indian prices necessitated such a high 
exchange. Tho only miscalculation was that internal prices re.sponded to 
foreign jjrices which was not the case, as gold prices affected only those 
commodities that are the staple of international trade and not of mere 
internal commerce. The exchange fell sharply and it is now rising. It is 
not certain whether it will stand at Is. 6r7. or go down to Is. 4c7. What- 
ever it is. taxation based on one level of exchange will be ups'et when the 
exchange deviates from it. ' A practical effect is now seen in the bounty 
given by the Government to the steel industry which has been neutralised 
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Tjj' the higher excliange, and the lax-payor has got to boar extra taxation 
to protect it from “dumping”. Tlio incidence of internal taxation is ilin.s 
changed by a rising exchange. Tlioro is no doubt some gain in our remit- 
tance transactions to England; Init it has to bo remembered' that the effect 
of this gain is noutralised by the fewer rupees which the exporter will get 
on the goods he exports. Owing to our peculiar economic position we happen 
to bo a debtor country, and recent policy has unfortunately tended to 
stiffen the tie of the bond-holder. We have raised loans in England at 
a ruinously expensive price, and the interest charged can only be paid by sell- 
ing our goods at a cheaper price. The result is that the exporter pays the 
profits of the importer. 

The object of the foregoing is to suggest that it is not i)ossible to make 
any reasonably satisfactory estimate of the incidence of taxation, unless wo 
account for these and similar factors which change the incidence as between 
class and class and possibly from year to year. Nor are there detailed 
materials for one to work iipon even making allowances for these. To take 
the incidence of land tax, it is absolutely necessary to know first, the 
earnings of over a hundred and seventy millions of cultivators and field- 
labourers who work on the land, how much they retain for their labour, and 
how much thoj’ pay to the landlord by way of rent. Are these persons 
ordinarily in a position to have any surplus produce, wliich they can 
exchange for their necessaries of life, such ns clothing which they jnay not 
produce? Tn ryotwari tracts and in places where there arc land recoi-ds, 
it might bo possible f6r the village acconntnnts to give an annual return 
of the number of acres cultivated by every tenant; but then there is the 
further question of the rent paid which can only bo guessed. Tt will certainly 
bo beyond the competence of the village accountant to collect the informa- 
tion, and, even if he does, it might ho no bettor and no more reliable than 
the estimate of produce ho sxipi)lies. Nor is there any method of calculating 
the rent annually reserved by the landlord except by rough gue.sscs from 
registered lease-deeds where they are available; and as for permanently- 
settled areas, it is not possible to ascertain it at all. Even with reference 
to the rent-receivers, there may he a pretty large n\imber whose rent is 
just enough to maintain their family. Wo have therefore to take account 
of the largo landlords, including owners of permanontly-settled tracts, tenants 
whoso leasehold interests pay more than is necessary for family eonsmnp- 
tion, cultivating classes who till their own soil and produce just enough for 
their family consumption, and .small owners who do not till their own soil, 
whose cultivating tenants produce just enough for both families. Tt is 
obvious that the land tax is paid by the consumer and that the largo land- 
holder does not pay a pie of it, nor the cultivating tenant who rnisc.s just 
enough to support his family and pay the rent. But the peasant proprietor, 
whether ho cultivates the land himself or lets it on lease, is the poi’son 
severely hit along with the large body of landless ])eo])1o. And till we know 
their proportion to the total population, it will be futile to gue s the inci- 
dence of tax on them. 

Nor is any effort at generalising as to the real incidence of other taxes 
likely to be more fruitful. "We can postulate with roference to certain 
taxes. The salt tax. for example, falls undeni.ibly upon every individual, 
so also the cotton duties. There cannot be any vari.ation as to the con- 
sumption of salt between the rich and the poor; but there is wide scope for 
difference in the consumption of cotton, woollen and silk goods. Tt is sure 
to vary not only between class and class, but also between province and 
province and communities and communities. Porliaps, fashion is making 
its inroads nowhere more i)ercoptibly than in wearing apparel. Apart from 
a general and a vague statement, which in many cases may be wide of the 
mark, that the costly piece-goods, silks and woollens are consumed by the 
more advanced communities, who may be earning a coujdo of thousands a 
year, one may not be sure if any sound or sensible statement can he made. 
Even with lefcrencc to a commodity such as sugar, you cannot predicate 
hoAV the incidence falls on the various classes; for there arc large masses 
of men who do not .consume sugar at all, and there are others who m\ist 
have it ns a part of their dietary. Five dissenting members of the Indian 
Fiscal Commission say it is a luxury ! The demand may be said to bo 
unconnected with one’s c.alling or resoiirces. The poorest .among the 
unskilled labourers in a town earning a wage of eight annas or ten per day 
may be seen to spend an anna over his cup of coffee or tea, whereas the 
village cultivator, who is more fortunately situated, knows no such delicacies. 
His quota to the sugar duty may bo nil. Coffee and ten are slowly 
ihsinuating themselves into many hoiuseholds irrespective of class or wealth, 



and those ■a'lio may be presumed to be capable of consuming these beverages 
do not do sOj while others do. Next to salt, petroleum may be said to be 
an article of universal consumption and the incidence of the duty falls on 
all classes; but the same eannot be said of tobacco. Many classes use 
tobacco in one form or another and many others do not; and it wiU be 
difficult to say on which class the dutj' falls. If we take the excise duties, 
ai)art from tlio statement, based \ipon a priori reasoning, that country 
liq,uor is largely consumed by the poorer classes, the labourers, artisans and 
fieidrworkei-s, it cannot be stated what ijroportion of the rest consume foreign 
liquors or their locally-manufactured substitutes. Even so with reference 
to most commodities that are taxed. Of course, we can say on whom the 
duties on machinery, iilant, motors, cycles and such things fall. But they 
are only cxcoi>tion.s that iirove the rule that differentiation of classes 
cannot bo made for assessing th'o incidence of taxation on each class. 

IXFKllKXCnS I'KOJI CEUTAI” HEADS OE BeVENUE. 

This is ivot to say that nothing can be postulated as to the incidence of 
taxation. The statistics already available can throw some light on the 
incidence of each tax, if not on particular classes, at least on the community 
as a whole. To take land tax, for example, it will be found that whereas 
in 1898-1899 the total revenue raised was 277^ crores, at a cost of 4 crores to 
collect it, the revenue rose to 31 crores in 1910-1911 and stood at the same 
level in 1920-1921, the cost of collecting the same sum rising to 5J crores 
and 8 crores respectively. That it is to saj', whereas the revenue rose by 
4 ci'ores, that sum has been bodily transferred to the tax-gathei’ers as price 
for collecting the same. In common parlance it would be called robbing 
Peter to pay Paul. There are only two inferences possible, cither the 
expenditure was incurred in a hopelessly reckless manner or the maximum 
of productivity had been reached at the time of original assessment. One 
is unwilling to bring home to the Government the charge of recklessness, but 
it does violence to the accepted canons of taxation. It has to be remembered 
that a good slice of the land revenue is raised from permanently-settled 
tracts, and the increased cost of collection must be duo to iieriodically 
assessed lands, which raises the proportion still higher. A tax may bo said 
to bo reasonable if the expenses of collection are less than 2 or 3 per cent. 
The cost of collecting the land revenue is 25 per cent. 

Salt has been ^ resijousible for some acrimonious criticism of late,* and 
a study of its statistics is not without its lessons. During the period 1882- 
1888 when the duty was Es. 2 a maund, the increase of consumption per 
year was 668.000 maunds. Between 1889-1903 when the duty was raised 
to Bs. 2-8-0 the annual increase fell to 272,000 niaunds. ‘When the duty was 
restored to Bs. 2 in 1903 the rate of increase jumiied uii to the astounding 
figure of 1,270,000 maunds iier annum. In 1903 the consumption was 39-t 
millions ani when the duty was lowered by 25 per cent it rose by 4 millions 
in two years. Between 1907-1908 and 1920-1921 the rise was 9 millions and 
the revenue expanded from 5 crores to 6t crores. The population mean- 
while expailded only by 6 per cent. It follows that when the duty is low, 
and the incidence is slight, the consumption increases perceptibly; and when 
the tax is raised the consumption falls. For pne thing, it gives a cogent 
answer to His Excellency Lord Beading, when, in ccrtif 3 *ing the Finance Bill 
of 1923, ho said, “The economic arguments against the tax appear to stand 
on .shadowj’ foundations.... The mill-labourer is shown to spend approximately 
56 per cent of his income on food and of this amount' salt represents only 
two-fifths of 1 per cent. The increase of salt tax must have an infinitesimal 
effect at a period such as this.”- If a commodity whose consmption is onlj’ 
two-fiftlis of' one per cent can show so sensitive a response to the variation 
of the dutj' in the manner it has done, no further proof is necessary as 
to the economic helplessness and destitution of the imople. 

"We may next take sugar, another article of general consumption. It has 
already been stated that it is not possible to say on what classes the duty 
on it falls. But -there are certain inferences that can be drawn from the 
import duties on it, as it is an article in which local production ought to 
meet all demands and allow a margin for export as well. The sugar-cane 
cultivation is of ancient origin and all local demand was being met fi-om 
internal i>roduction. The import of bounty-fed sugar during the close of the 
last century, caused alarm and led to the closing up of many refineries in 
the United Provinces and the area 'under cultivation shrank by 13 per cent. 
At the instance of Sir James Westland, countervailing duties were le'vied 
on bounty-fed sugar. They produced 94i lakhs of revenue, and beyond that 



diet notliiiig to stiiinilate local i>rodiictioii. The area under cultivation is 
practically stationary. 'V\diereas independent estimate of yield vas ton 
per acre in the United Provinces in 1899, tlie estimate made on a jnoro 
“scicJitific and eareful basis”, which Mr. Findlay Shirras claims for his, 
is less than a ton i^er acre for 1920-1921 and 1921-1922. The internal supply 
being the same for throe decades, it is the foreign article that settles the 
local ijrice. The customs duty on imported sugar was raised from 11 per cent 
to 10 per cent in 1916, to 15 per cent in 1921 and to 25 per cent in 1922. 
Even when the duty was raised to 10 per cent, the revenue began to fall : 
it yielded 149 lakhs in 1917-1918; 169 lakhs in 1918-1919; 128 lakhs in -1919- 
1920 ; and 109 lakhs in 1920-1921. In 1921 when the I'evenue was I'aiscd 
to 15 per cent, it was expected to yield 2.‘15 lakhs, but as a matter of fact, 
it yielded 650 lakhs owing to the abnormal imports consequent on a fall in 
prices. The revenue was expected to yield another 25 lakhs in 1922, but it 
fell by 150 lakhs again owing to a further fall in prices. About one-fifth of 
the sugar consumed in the country is imported from abroad. The consumer 
not only pays the 25 per cent impoi't duty, but practically a similar enhanced 
price on every ton of indigenous article' whose production does not expand 
to reduce its price. The sugar-producers have a bounty without the possible 
risks of the monopolists to shoulder a part of the customs duty. For every 
rupee the Government raise, the consumer pays five. 


The hicome-tax has taken the iilacc of the land revenue which has now 
receded into the background. In 1898-1899. the total collections was less 
than two crores, but to-day it is about 18 crorcs. The minimum of exeinji- 
tion was Rs. 500 till 1903 when it was raised to Rs. 1,000. The normal 
increase per j-ear then was only five lakhs of laipecs. Retiveen 1903 and 
1915 the exemption limit and the I’ate of taxation were the same, but the 
normal increase in collections was eleven lakhs per year. In 1916 the rates 
wore revised and they were expected to yield an additional income of 
Rs. 135 lakhs, and the supei-tax levied next year was expected to bring in 
another Rs. 200 lakhs. But the receipts which were only Rs. 313 lakhs in 
1915 rose to Rs. 1,126 laldis in 1918. The exemption limit was raised to 
Rs. 2,000 in 1919, and it was expected to relieve 287,000 assessees out of 
381,000 and cost a sum of Rs. .75 lakhs to the excheqxier. But the calcula- 
tions have all gone wrong. The total number of assessees now is nearly 
two ail'd a half lakhs, and the tax has increased to eighteen crores. The 
constitution of the Central Board of Revenue and the formation of a separate 
establishment arc said to be responsible for a more rigid collection, but they 
cannot explain the sudden accession of i-evenue. though the maximum seems 
\to have beeir reached. The following table gives in lakhs of rupees the 
income during the period: — 


Tear. 

1915-16 


Tneome-tax. 

314 

Super-tax. 

Refunds 

1916-^17 


666 


, , 

1917-18 


725 

222 

, , 

1918-19 

. . v . . 

845 

319 


1919-20 

.. \. 

1,136 

264 

- 77 

1920-21 


1,396 

636 

128 

1921-22 


1,609 

877 

294 

1922-23 


1,532 

724 

442 

1923-24 (Revised) 


1,456 

655 

190 


The table shows -fliat 1921 was the year of maximum yield and_ since 
then there has been a drop. The exidanation can only be sought for in the 
springing up of a class of “profiteers”, the product of the War, who have 
made fortunes out of the misfortunes of the country. That the War jirofits 
have not diffused hut have been concentrated in the hands of a few, is 
proved by the fact that the total number of assessees has increased only by 
a lakh and a half. Even so, the total number of people earning taxable 
income, allowing a family of five for every tax-payer, are only a million 
and a quarter out of a noii-agricultural population of a hundred and twenty 
millions. About one per cent of those not supported by agriculture earn less 
than Rs. 35 a month. 


The FirxcTiox of Tax Revexue. 

The first canon of taxation which it is needful to note is that public 
reveiuies are strictly limited to objects which ought not to be met from 
capital and which strictly lie within the purview of the State. As- neces- 
sarily coming within the fii'st re.striction, is the formation of the Debt 
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I?odomx)tioii Fund, irlio&o i^riniary object is tbc redenujtion or avoidance 
ol' debt; or, irliich is tlie same thing, the construction of railwaj’S. Tiie 
scheme adumbrated last 3'car b3' Sir Basil Blaclcett is non* given effect to, 
and, if successful, -p-ill eai-n for him from postorit3^ the title of a “Grand 
Eedeeuier” of debts. But it has in it the elements of failure ivhich it is 
time is suf5cientl3" foreseen. The scheme jirovides for ci’eating a sinking 
fund so called of 4 erores ever3’ 3-ear together one-eightieth of tJie excess of 
the debt outstanding at the end of each 3'ear over that outstanding on the 
31 st of March 1923 . Accordinghj, jirovision is made this 3'ear for a sum 
of Bs. 4.78 erores from the jiublic revenues; and as fresh loans are being 
taken up eveiy 3-ear, the rei-enue contribution will proiiortionatel3- increase. 
Two definite advantages are claimed to what Sir Basil Blackett calls a 
“scientific” S3'stem of debt retirement; and they are, firstly, the reduction 
of the amount that has to bo annuall3- borrowed, and, secondl3-, the confi- 
dence created in the minds of those whom the Government want to bo 
their creditors, in respect of the securit3’ offered then, so that 
the rate of interest 11103- be kept down. One important thing to note is that 
it is not a real sinking fund liuFa bogus one, whose object is not to retire 
a single pie of the subsisting debt, but to suxiiilement tho proceeds of loans 
to meet expenses dul3- dcbitablc to capital account. The total debt now 
outstanding is Rs. 1 , 015.71 erores, and that sum will remain and continue to 
grow year after year. OUI3- as new loans arc raised each year, the capacity 
of the people to pay interest therein will be correspondingbv reduced b3- 
having to pay in addition to tbc interest a iiroportionately increasing amount 
of tax, to keep pace with the growing capital e;ciienditure — may be some 
years later when the craze for 11101-1-3- loan-inongering is satiated, tlie loan 
proceeds may fall off, and the revenue raised by the Blackett formula niay 
becoine sufficient to meet the annual capital expenditure. Ei'en then, ivliy 
this fund is called the “Debt Hcdomptioii Fund”, instead of being very 
properly called “Suppleiueutar3' Capital Fund”, is not clear and that 
should be its true iioinenclature. 

The scheme adumbrated with such ostentatious flourish, and which 
appears to have been blessed by inaii3' business inembers of the Council of 
State, is not a new one; it is only the old policy of utilising surpluses for 
capital expenditure in a new garb. Two criticisms against this polic3- 
niay be quoted here and they are opposite. Sir Ernest Cable, representing 
the Bengal Chamber of Conimerce, said: “Among the deducted items are 
included the annuity charges for the purchase of the old guaranteed lines 
amounting to the large sum of de 3 , 013 , 00 q. The payment of these charges 
from jirofits is another instance of that polic3-, tho wisdom of which X ven- 
tured to question in my speech 011 last year’s budget. I mean the policy of 
debiting capital expenditure to revenue. Tho Egyptian Government are, 
I know, aiding tho development of Eg5'pt by the same method. But, as 
Lord Cromer remarks in his Report for 1903 , it is o]mn to the objection that 
the present generation of tax-payer.s is bearing the burden of remunerative 
expenditure, a portion^ of which might be legitimatcl3- borne 113- posterit5-. 
Persistence in the polic5' .seems to argue a certain want of faith in the 
continuance of the prosperit3- of India; and besides, m3' Lord, I do not see 
why' we should liqiiidate the just liabilities of posterity”. To this Sir Edwai-d 
Balcor. the Finance j\Iembei-, replied : “I am in entire agreement with' 
the Hon’ble IMember that it is wasteful and unsouiid finance to construct, 
improve or iiurcliase railways out of revenue, more especially since our 
railway property has become i-emunerative and imposes no burden upon 
anyone”. All this was twenty y-ears ago; but they have not lost weight. 
To impose high taxation to meet a portion of capital expenditure and appro- 
priate it not only in a progressive scale but also the accruing surplus to 
capital expenditure may keep the interest low, but they argue a hectic i-aLc 
of progress which may exhaust all national resources. A reduced level of 
taxation and a slower pace in material progress might perhaps conduce 
more to steadier development. The policy does not seem to fit in n-ith the 
claim made by Sir Charles innes that the Government of India are now in a 
position to raise loans on much easier terras than private agencies. The 
argument that tho credit of the country must be raised by such_ means is 
fallacious, as Sir Ernest Cable pointed out, and It is not true either that 
it is low ’in the London or in the Indian money market. 

The Debt Redemption Fund is not the only raid made liy the Govern- 
ment on ihc public revenues. By a convention established between she 
TNlemhors of the Legislative As^mbly and the Government, another importani, 
encroachment on the taxable capacity of the poor has been made since 
Soptemher last, liy which, besides the creation of a railway reserve and a 



depreciation fiuicl, a general ai^proiiriation is to be annnally made for the 
benefit of the public revenue. The general revenue -will have a first charge! 
on the net receipt of railways of one per cent on the capital at a charge of 
coininorcial lines (excluding capital contributed by companies .and Indian 
States) at the end of penultimate financial year ijlas one-fifth of any sur- 
plus profits, remaining after pasunent of this fixed return. The balance of 
four-fifths will be transferred to a railway reserve; but if the amount avail- 
able for transfer to the railway reserve exceeds in any j-ear three crores of 
rupees, only two-thirds of the excess over three crores will be transferred 
to the railway reserve, and the remaining one-third -will accrue to the 
general revenues. The inirpose of the railway reserve is stated to bo “to 
serve the ijaynient of the annual contribution to general revenues: to i)ro- 
vide, if necessarj-, for aiTears of depreciation and for writing down and 
writing off capital ; and to strengthen the financial position of railwas’s in 
order that the services rendered to the public may be improved and rates 
may be reduced”. Sir Charles Junes pointed out in the course of his 
budget speech that a reduction of half of a pie per mile in the rates for 
third-class passexigers will eat away four and a half crores; and if so, how 
the rates can be reduced by the reserve passes one’s understanding. To levy 
high rates to create the reseiwe in order th.at the rates may be lowered 
out of that reserve looks like a piece of financial jugglery. That it may be 
used for “writing down” and “writing off” capital^ goes without saying. 
And when there is an annual borrowing for imi)roving existing lines and 
constructing new lines, the necessity for a reserve to “strengthen the 
financial position of railways”, does not carry conviction. It is clear on 
the contrary that it is a quid -pro quo to the Government for the generous 
concession which they have made to the public revenxies out of the railway 
proceeds. Nationalisation of railways has begun on principles which aro 
the reverse of sound and economic administration. 

The memories of the Members of the Legislative Assemblj' who voted for 
this convention must have been exceedingly short; otherwise it is impossi- 
ble to conceive how they forgot that these reserves have an unhappy knack 
of lending themselves for improper uses. The history of the Famine Insu- 
rance Fund, which one fine morning was found to have been eaten away 
by the Afghan wolf, is not an ancient one; nor the misapplication of the 
Gold Standard Reserve, which, created for the purpose of supporting ex- 
change, supports Throgmortan Street instead." MTiat the future will have 
in store for this railway ■ reseiwe need .not be guessed; but there is no 
doubt that the piinciple of creating out of railway taxation a fund for 
the reserve and also for general revenues, deserves closer examination than 
has been accorded to it by the conventionists. Sir Basil Blackett declared 
with a sigh of relief that the tax-payer is now assured of a regular and 
growing contribution to the revenues from his investment in railways; but 
the investor gets his interest from the traffic returns. Should the cost of 
internal transport be kept high in order that the general tax-payer miglit 
liave his relief? The relief so given this year is a little over five and a lialf 
crores; and there will besides be a reserve of seven and a quarter crores 
by the end of next year. If the railways had just paid their way, there 
would not have been surplus which is now the apple of so much provincial 
discord. It is taxing a portion of the community for the benefit of the 
larger public, and when it is realised that the commodities whose transport 
charges are so raised, and the men whose fares are kept so high are least 
capable of bearing the burden, _ one can easily •imagine how xmjust is this 
subvention from jhe public utility service to the relief of taxation. And as 
the’ subvention must increase with the capital at charge, the railways will 
become a growing source of tax revenue, in.stead of being a cheap means 
of internal transportation. Although railway finance is separated from 
general budget, it is needful to enter a caveat against the indirect imposi- 
tion of taxation on a section of the community who use the railways for 
the general benefit of the whole. 

More important, however, are expenses relating to what in vulgar par- 
lance are called nation-building purposes. The abandoiiment of the doctrine 
of laissez faire in the United Kingdom is now followed by a reaction in favour 
of State-management of whatever till recently has been the special pro’vince 
of individual effort. The socialist cry of nationalisation of land, coals, mines 
and railways is finding a con.stant echo in this country, and even if wo have 
not begun with old ago pensions and compulsory insurance, we ha’ve begun 
with State-run banks which are to relieve agricultural indebtedness cii the 
basis of a 9 per cent loan. Propo.sals ai'e now and then made to carry not 
merely large scale production on a co-operative basis, hxxt even the tilling of‘ 
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tli8 soil by such iTieans. ^ The individual is to produce, distribute and con- 
sume on co-operative principles. Life under such conditions •would be one 
of Arcadian simplicity ; and ■when such theories are urged as measures of 
practical aiiplication; the financier is bound to look at the cost. Already, 
the claims of nation-building measures are pressed in a manner calcula'ted 
to jnako a hea'vy draft upon the meagre resources of the tax-payer. Ministers 
are no'w^ in diligent quest of industries ■ndiich decline to bo spoonfed by 
departmental doles. They will not sprout even under the happy atmos- 
phere of sympathetic officialdom ; they seem to shrink at the waste of public 
monejf that keeps a -number of higli-i)aid gentlemen in idle dismay. A tariff 
board is now actively at work dispensing charities to patriotic investors 
■ndio have been getting a paltry 8 ijer cent dividend out of the abundance of 
the toiling jjoor. It threatens to remain as a standing invdtation to similar 
sufferers to apply for immediate succour. We have schemes for universal 
education add compulsory education just hung up for want of funds now 
eaten up by under-i)aid ministers and their band of enthusiastic officers 
of the Education Department. If we shall have scattered throughout the 
length and breadth of the countiy a number of dispensaries, we shall have 
brought to the peasant, the mainstay of the country, health, wealth and 
education — on approved western lines. 

Feder.m. Finance. 

In view of our commitments on projects of this nature, it becomes 
absolutely necessary to consider the financial machinery to raise the neces- 
saiy revenue and meet the expenditure in proper proiiortion. It is there- 
fore very proper of the Committee to have raised the question of federal 
finance and have also acteirtpted to place in their qnestiojuiaire a sum- 
mary as to the working of that system in other countries. Sir Basil Blackett 
stated last year that few persons have begun to realise the enormous 
difference that the Reforms Act had made in the matter of public revenues. 
The separation of the central from provincial revenues, with the correspond- 
ing separation of central from provincial expenditure, has created a situa- 
tion full of complexities, not merely in the matter of inter-provincial 
adjustment of accounts, biJt in the liabilities of the tax-payer. The federal 
system has broken down in every foreign country in tha't separate water- 
tight sources of revenue could, not be earmarked for federal as distinguished 
from State or even local pui*poses. The general theory and custom based 
upon it,_ that the indirect taxes must be set apart as a preserve of federal 
authorities, while direct taxes on land and incomes must be left to States, 

- has been given up ; and in the United States and Switzerland, the federal 
governments have begun to supplement their sources of revenue by direct 
taxes. So that people who are fond of maintaining inter-statal independence 
and autonomy have to be content with paying double taxation on the 
same source, one to meet federal expenditui-e, and another to meet the 
expenditure of the States. Experience has shown them that it is not 
possible to allot distinct sources of revenue to tlie confederation and the 
constituent States, and it is arguable that if the States want to secure 
their political existence, they must be prepared to sacrifice their financial 
independence. Elsewhere the confederation has been formed more or less 
out of , a conglomeration of various political entities exercising independent 
sovereign powers within themselves, and has been the result of accident or 
design. It is not surprising, therefore, that though the_ same source is 
taxed twice over, they put up with it in view of the maintenance of the 
larger interests of inter-statal independence. Even as between State and 
local taxation there has been considerable friction, want of uniformity, 
evasion and failure, and in the United States especially, a satisfactory 
scheme has not been evolved yet. 

Fortunately for this country, we are not fettered by historical antece- 
' dents: it is possible to write a fiscal sj'stem on a clean slate. Even Ihe 
evolution of the major provinces has been but a few years old, and the 
exercise of strict control by the Central Government as the supreme head 
both on fiscal matters and in matters of administrative detail has preserved 
a unity despite distant separatist rumbles. Those who have been advocating ' 
separatism in finance have subordinated it to the maintenance of the politi- 
cal unity and integrity of the country. If the necessary implications of 
separatist finance are widely understood and" appreciated, it may be doubted 
if the movement for provincial home rule would gain much strength. For 
few even among the ardent advocates of provincial independence are anxious 
to purchase it at the expe7ise of the economic unity of the country. For 
political purposes and economic purposes they would require the country 
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to be iniclivided and solid. It is more as a matter of administrative con- 
venience tlian that of advantageous development of independent economic 
units, that Provincial Oovermncnts have been constituted and run. And 
if the various provinces had equal facilities for development into such 
economic units, autonomous groirtli may bo ivelcomod and fostered. But 
geographically and geologically, the country is a continent unequally 
ondoived, and .soiiaratism can only lead to progress here, stunted growth 
there and deterioration elsewhere. Tliei’e will be no uniforinit 5 ’', ^ind division 
^ engender interprovincial jealousies, animosities and recriminations. 
Ihe clamant echoes of vested interests in certain fiscal matters are already 
becoming louder and the_ debates in the Legislative Assemblies ovei’ pro- 
vincial contributions during the last three years show that once people 
begin to taste the full fruits of financial autonomy, we shall have a Babel 
raised against^ Xirovincial t3’ranny and iirovincial ineqiialitj', not only in 
the matter of incidence of xirovincial taxation, but also of imiierial taxation. 
A fiscal s.vstein which will not offend against .the abilits' principle cannot 
be evolved to the satisfaction of the peoiile, unless there is an uniform 
measure of taxation, ivhieli will have due regard to the comparative fiscal 
neecls and resources, especiall.y among autonomous x’^’o^'^^ices uneqiialb’ 
endowed hy nature or develo])ed bj’ human agencies. 

Difficulties natiirallj' arise as to the iiroportion of federal exiienditnre 
each jirovince ought to bear. It is the impeiial expenditure that will have 
to decide the imiierial revenues. If certain articles of universal consump- 
tion and if the customs duties were to be the sole sources of federal revenue, 
the burden of expenditure on the various provinces may be brushed aside. 
Although the provinces may not bear the incidence of these duties equally, 
it can be argued that a- trul 3 ' scientific allotment cannot he made and that 
the chief concern of the Government is onlj’ to avoid discrimination. Even 
though jilausible, . a similar argument cannot hold in the case of income-tax 
or, for example, inheritance tax, if it is introduced, inasmuch as a iirovince 
might pay the income-tax to the imperial revenues to a disiiroportionately 
greater extent than others. Bombay and Bengal will pay a heavier sum 
than Madras or the Punjab or the United Provinces for the maintenance 
of the Army or carrying on Federal administration. There is absolutely iio 
reason why they should. As the number of people who pay income-tax is 
limited, it would follow that iirovincos which have fewer a.sse.ssees _ will 
escape paying their just share of the cost of defence, whereas provinces 
whose citizens have b,v their enterpri.se and skill contributed to the economic 
development of the countr.y and to the addition of_ national resources will 
have to paj' a greater amount. To provincialise income-tax would mean 
to bloat the balances of the more advanced provinces, and that, besides, 
cannot be done without finding ' some other source of federal revenue. The 
provincialisation of land revenue, while it has^ the effect of exenipting the 
large mass of the people from paying their fair share of imperial burdens, 
has the effect of discriminating between the subjects^ of various iirovinces. 
'^'liero land has long since i-eaclicd the stage of maximum impoverishment, 
it can yield but a feeble increase in revenue aiid where extensive areas 
have been iiewlj' brought under the plough b^* irrigation facilities, they 
can contribute a growing revenue and relieve the people from those addi- 
tional tax-burdens to which the more settled provinces will he prone. _ Inci- 
dence of taxation will vary among the different classes and peoples in the 
different provinces, and as between different provinces the character of 
expenditure will also vary, benefiting some classes in one, and other classes 
in others. 

The principal source of imperial revenue, leaving customs and salt, is 
the tax on incomes. The total number of assessees is just a little under 
240,000, out of whom more than a fourth or nearly 68,000 are from Bombay. 
Bengal has about 40,000 assessees, and Madras a little less. The Punjab 
and the United Provinces have 25,000 each. As for the sums paid by 
them, the disproportion is greater. According to the budget estimate.s for 
1923-24, IMadras paj’s 20 millions; Bengal 48 millions; Bombay 60 millions; 
the United Provinces 10 millions; the Punjab 12 millions and Burma about 
19 millions. During the last two years, however, Bengal has begnh to 
outstrip Bombav. The Budget for 1924-25 shows an income of 68 millions 
for Bengal, and 44 millions for Bomha?’. tvhile the share of Madras feh to 
17 millions. It follows that the contribution ,. though it may bo Justified 
on the abilit.v principle, relieves to the extent that lai'ger .sums are raised, the 
burden on those who pay other taxes. It inav be stated broadlv th.at the 
imperial burden on land in Bombay will be lighter than on land in Madras.-' 
If the provincial contributions were to cease and the tax on incomes were 



to form a permanent soui’co ot imperial revenue, that oii land remaining 
a provincial head, the inequality of imperial burden on the different pro- 
vinces will widen, and the gap will become unbridged if the provinces are to 
supplement their sources oi revenue bj', it may be, an addition to the land 
revenue. That the inequality is already working a hardship is seen from a 
studj' of the provincial balance sheets. Taking the year 1921-22, the first 
year of Reformed Councils, Bombay raised bj" direct taxes Rs. 66 millions, 
of which land contributed Rs. 54 millions, and incomes Rs. 11 millions; 
and by indirect taxes Rs. 52 millions, of which excise contributed Rs. 34 
millions, stamp and "registration the balance. The total was Rs. 118 millions. 
In the same j'oar kladras paid Rs. 60 millions in land revenue and about 
Rs. 4 millions on incomes or Rs. 64 millions in direct taxation; and paid 
a further Rs. 71 millions in indirect taxes, of which the contribution from 
excise was Rs. 48 millions, stamps and registration accounting for the rest. 
The sum raised was Rs. 135 millions. The third major province, Bengal, 
collected a revenue of only Rs. 87 millions, of which land paid Rs. 30 
millions, income Rs. 9 millions and excise Rs. 18 millions. Out of this 
revenue Bombay paid Rs. 29 millions for law and order, met its general 
administration charges of Rs. 12 millions, and the cost of collection Rs. 20 
millions. After paying debt charges, it spent on social and public under- 
takings a sum of _Rs. 68 millions. Madras at the same time had its law 
and oi’der maintained at a cost of Rs. 32 millions, and, after paying a 
similar sum to collect its revenue, spent Rs. 13 millions for general admini- 
stration and could pay for social and public undertakings only Rs. 10 
millions less than Bombay. .•Vlthough for its total revenue, the proportion 
paid l),v Bengal foi- law and order was greater, it ajnounted to but Rs. 33 
millions. The cost of collecting the revenues was Rs. 18 millions, and general 
administration charges was Rs. 11 millions. Its secondary expenditure was 
the lowest, being but Rs. 45 millions. 

These figures disclose no justifiable principle of provincial taxation. That 
. Bengal with a population of 46 millions sliould raise but a revenue of 
Rs. 87 millions, whereas Madras with a population of 42 millions should 
raise Rs. 137 millions, and Bombay Avith a population of a little less than 
20 millions should raise Rs. 118 millions, shows considerable disparity in the 
incidence. Nor does it appear that the inequality is corrected by the 
imperial levy; on the contrary it appears to be only emphasised. Reference 
has already been made to the fact that on incomes Madras pays a third ol 
what Bombay pays, and Bengal has now begun to pay a little more than 
Bombay. It is not possible to believe the customs sufficiently off-set the disci’e- 
pancy. What is true of the major provinces is true of the minor provinces 
in the main. Inequality of this kind can only be accentuated, if, with the 
same grouijs of provincial and imperial heads of expenditui-e, the same ijrinci- 
Ijles of taxation are followed. Nor can fresh heads of expenditure lie 
transferred to those provinces where the incidence of provincial taxation is 
low in order that the leA^el of both may be raised. It cannot be done tor 
the very sijnple reason that the hitherto most-faA'oured provinces will at 
once start a cry and since they happen to be endowed with poAA-erful lungs, 
they are sure to Avin. We find them Avinning all along the line. And even 
if SAAcli an arrangement is made, the bAirden of imperial taxation will at 
the same time lie reduced. If the object of taxation is to raise the revenue 
on some equitable basis and not to rectify the inequalities of distribution as 
l)etAveon lu-ovinco and province, no separation into water-tight com- 
partments betAA^een provincial and imperial burdens and proAuncial and 
imperial expenses can be jmssible. There is little chance of even accidence 
coming to our help. 

One justification fo)’ separation of federal from proAuncial expenditure 
can lAOSsibly be the insignificant character of the former compared with the 
latter. MRiere federal expenses include such major and ever-groAving heads 
like the army, public debt and general administration consuming so much 
as 65 per cent, leaA'ing but 35 iier cent to be divided between provinci.al and 
local purposes in il)e ratio of two to one, the inequalities of the incidence 
to Avhich wo have adverted assxime greater importance. The federal govern- 
ment Avill gradually lose all concern and interest in those objects which 
more immediately alffect the economic AA’ell-being of the people and rest con- 
tent with having handed over the cliarge of it to the provincial administra- 
tions which are in closer touch Avith the people. All sense of proportion will 
naturally be lost in its scale of expenditure and, AA-hat is woi’se, it is likely 
to turn round and say that the provinces are responsible for internal 
development as far as taxation can help it. It may be taken as positive 

VII- 66 



442 


niicl certain that more money -n-ill he spent on rinprocluctive, though neces- 
sary, objects than liitherto hy the Imperial Government, as it is not expected 
to take a true perspective of the tax raised from the people and the return 
made to them thereout. Nor is it unnatural. With moneys earmarked 
for federal expenses, there is no reason ivhy from federal revenues sub- 
ventions ought to be made to state expenditure. And if once such sub- 
ventions are to be given, on ivhat principles are they to be made.? The 
history of provincial assignments does not promise for it a more successful 
future, and a return to it can only provoke inter-provincial rivalry. There 
is no true measure of pi-ovincial needs, and any amount can be spent by 
any province if only the money is available. A basis of distribution satis- 
factory to the provinces cannot be secured. Rather than start again fresh 
agitation for grants, the Federal Government will rather exclaim, ‘'ha7uls 
off”. 'J'he provinces having obtained fiscal autonomj', ought to adjust their 
expenditure to their revenues or raise more hy fresh taxation if they want, 
will be the persistent reply. A finance minister who is constantly reminded 
of the proportion which he annually .spends, say, on agriculture and the 
army, and feels compunction at the disparity, will have the moral pressure 
of it removed, once he ceases to look at the agricultural grant but has 
only the army bill to pay. That will be the worst of separatist finance in a 
dependency like ours. 

Tn the view that has been set out above, it is clear that none of the 
plans adumbrated by Seliginan, whether individually or collectively, can be 
expected to effect evoi a theoretical^’ corj-eet distiibution of taxes between 
Federal and State Governments. AVhether the tax is assessed by local autho- 
rities with addition for the' use of Central Government or by Central Govern- 
ment with additions for local purposes, tlie piinciple of autonomy goes, 
and that is the essence of federal finance. The separation of the .Sources of 
revenue is found to work unevenly. Assignments and subventions, as has 
been stated above, and as the history of provincial assignments since the 
days of Lord IMayo, shows, cannot give satisfaction. The character of the 
revenues points to the fact that a central administration is capable of 
taking a more approximate estimate of the fiscal needs, requirement and 
capacities of the country as a whole than a number of separate administra- 
tions. Experience has shown in other countries the need for customs and 
incomes being managed by a Central Government, in order that there may 
be no occasion for discrimination. The .same must be said of the excise on 
salt. With reference to the iiresent provincial heads of revenue, the obvi- 
ously unequal levy on land in the different provinces is a most oppressive 
and vexatious feature of the fiscal .S 3 ’.stem, and the importance of equalising 
the incidence iji an.v attempt at refoinning the basic principles of taxa- 
tion is called for both on principles of fiscal oxx)edionc3' and on the 
broader in’inciiiles of moral obligation which Gvcvy civdi.sed State owes 
to its subjects. It is a tax which vitally affects the teeming millions 
and the inequalities of whose incidence has been so sanctified by usage as to 
blunt the moral instincts of those who should have been foremost in remov- 
ing them. If the suggestion made below to tax higher agricultural incomes 
is adopted, an amalgamated .staff of the revenue and income-tax _ depart- 
ments will have to administer it, and obviou.sly it is better as an jhiperial 
head. The provincialisation of stamps has alreadj’ begun to be worked un- 
equally and the recent amendments of the Stamp and Court-fees Acts do 
not disclose any true appreciation on the_ Y)art of the legisla’tors of the 
place of fees in the fiscal sj’stem. To tax justice or commerce for revenue 
purposes is to show a remarkable contempt for both. The last important 
head of provincial revenue is exci.se duties on liquor, country spirits, etc. 
As the excise is both a tax and an in.strumont of .social and moral^ i-eclama- 
tion, it would certainl.y lie better that the Central Government is in charge 
of it, so that with the experience gained in the working of it in different 
localities and among different classes, the utmost advajitage may be gained 
both to the State and its subjects. It is dealt with in greater detail elso- 
whore._ There does not appear to be any source which might be exclusively 
administered bj’ the provinces Avith adA’antage to the exchequer or to the 
tax-j>ayer. 

I'here is no gainsaying the fact that the restoration of a rigid unitary 
State is opposed to the general prevailing political demand for lArovincial 
autonomy with independent poAvers of taxation. If a federal system is 
necessarils' the best form of GoA’ernment, it may be the general tax-paj'er 
may have to put xip Avith some measure of fiscal inequalities. It does not 
appear that conditions for a federal system are existent or anj’ intelligent 
exposition has been made anj’where as to the comparative merits and demerits 
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of u FcclOral vi;7'3us Unitary Stale. The groiving deniand for division ot 
provinces on linguistic basis, or on a i-eligious basis so as to minimise the 
Hiiidu-Mussalman j)roblem, points to a striking divergence fi’om tjiose 
economic ties, facilities and resoui'ces ivhich alone can perhaps be a rational 
basis for the formation of administrative units. The condition precedent 
for political division is the confidence of the i^eople to v^ork those institu^ 
tions vitli fairness and equalitj' ; and where there is a general distrust of 
each other, it would be folly to remove those forces which have been 
• at work in welding the heterogeneous mass into one homogeneous whole. 
The existence of a centralised government is one of the most iiotent instru- 
ments that has so welded the people of this country. The process is not 
yet comijlete. The premature lorniation of independent ixnits out of what 
were more administoative agencies to carry on the behests of a strong 
Central Government,'” has been responsible for the fissures which have been 
driven into a iieople struggling to be united. Communal feuds aixd religious 
feuds, where they are not petty or personal, are the outward manifestations 
of ' the fear of the oi>portunities which provincial home rule will give the 
majority communities to tyrannise over the minor ones. The introduction 
by Sir H. S. Gour of a Religious Endowmens Bill in the Legislative 
Assembly, with the necessarily legitimate imixlication, based upon the experi- 
ence of the Madras Bill, that the provinces cannot be trusted to legislate on 
the Hues of least resistence even on a matter in which Hindu feeling 
may be expected to be united, is a melancholy confession that five j’^oars 
of provincial home rule has only taught the lesson of our unfitness for it 
and that on one matter at least it must give way to central legislation. 
One may be pardoned for venturing the apprehension that provincial 
autonomy may only prove an instrument in emploj’ing the brute force of 
majority to accentuate fiscal inequalities by so modifj’ing the bui-den of 
taxation as to hurt particular classes and communities and benefit others. 

The Ciassipicvtion of Taxes, 

> 

Before entering into the various sotvrces of taxation, it may perhaps be 
necessary to say a word or two about the classification of taxes and their re- 
lative iinixortance in the fiscal system. Many attempts have been made by able 
financiers to divide them into a number of groups, even to the extent of 
preferring the one to the other or of omitting some from the list altogether. 
For example, the commercial services are held bj’^ some to be outside the 
scope of taxation. If so, the revenue derived fi-om posts, telegraphs and 
railways ought to be excluded fi’om the category of taxation. Even the 
water cess will then have to go. Extending the same principle a little fur- 
ther, fees have no ixlace in any tax sj'stem. The duty on stamps, whether 
used in commerce or in the administration of justice, must be regarded as 
fees which are' not taxation in-oper. Again, there is a conflict between the 
comparative merits of direct and indirect taxes, or what Seligman has 
called personal taxes, and real or specific taxes. Indirect taxation has long 
been in vogue; and direct taxation, especiallj' on incomes,' is of recent origin. 
The large increase in revenue which direct taxation has brought to 
the exchequer since the '\\'^ar has emboldened financiers to depend 
more upon it than upon indirect methods which add to the cost of living 
much to the chagrin of the tax-payer and the embarrassment of the tax- 
gatherer. It is completely forgotten that the apparent increase is not likely 
to last long and will have to be considerably moderated down Avhen stabili- 
zation of prices takes place with the restoratioix of a stable monetary stan- 
dard. Anyhow, the various conflicting views about the sources of taxatioir 
will have to be duly noted in any attempt to find out if the scheme of taxa- 
tion is equitable and in accordance with economic principles. There is be- 
sides a century-old conflict whether laud revenue is a tax or rent, and in 
attempts made by certain critics to assess the incidence of taxation, the land 
revenue is entirely left out of count. 

Strictl 3 ' speaking, fees, commercial services and even land revenue will 
have tA'he omitted from taxation proper, if the collections under these heads 
were made according to well-recogiiized principles. But unfortunately all 
these have developed into taxes proj^er in their administration. Neither the 
dutj' on general stamps, nor the court-fees on jvidicial stamps, nor the fees 
for registration fulfil the function of fees proper. What distinguishes a fee 
from a tax is, whereas the latter is a general conti-ibution for general pur- 
poses, the former is a special payment for special services rendered by public 
agents as compensation therefor. Althoxigh the State bj^ its power of com- 
pulsion obliges the individual to resort to j)ublic agencies and fixes arbitrarily 



the ijayincnt made therefor, as a rule, says the German writer, K. T. Eho- 
berg, the charges should bo no higher than is necessary to moot the average 
cost of running the office concerned, though in particular cases the fee may bo 
above or below the average level. Tlie imblic agencies or institutions exist 
for public ends, and the fee is paid by the individual who resorts to them 
for the special service so rendered to him. The paramount importance of 
maintaining thc^e institutions and agencies, whcibor the citizen resorts to 
them or not, is the reason for not recovering the entire charge from him or, 
at all events, not more than their maintenance charges. 'Che character of ' 
the fee is admittedly changed in this coutitry. 'I'ho principal item, stamps, 
is a provincial source of revenue, and it yields about twelve crores of ruj)ces. 
The stamps are a tax on transactions and on judicial j)rococdings, iind they 
arc levied and increased as such. Their inciden<-e has been heavy, and they 
have had a marked effect on the economic condition of the i)eoplc. The 
high level of stamp dtity on transfers of jtroperiy has had the effect of add- 
ing to the burden of the borrower or the vendor wlio usually j»ays the full 
amount, and though it might not have restrained transfers, it ha.s in many 
cases led to undervaluations to esca])o the onerous character of it. The increase 
in the court-fees, has, if possible, acted as a deterrent in di.ssunding people 
from resort to law courts, which cannot and ought not to be the ])olic.v of 
any settled Government. The heavy cost of litigation is one of the prime 
causes of the economic deterioration and indcbtcdnc'-s of the people. Tt is 
a wholesome policy of civilised Stales to make Ihe administration of justice 
as cheap as jrossihlo, as it is the one hcd-rock npo)> which human institutions 
rest. Ucsort to law seldom rcflect.s ahility to pay: in most (aiscs it is ai 
regretted necessity, rogi'etted liotli hy the jrlaintiff auid the defendant. By 
taxing it, you .shut the doors of the court-house to all hut the rich. Its 
effect can’ only he to roh the faith of tho peoiale in the administration - of 
jn.stice — not A’eiy high even now — also to doveloj) a sense of wrong-doing 
among the rich who can snaj) their fingers at those rvho cannot assort their 
rights without ruining .thomsolves. Benthnm was not far wrong in his 
interdict of taxes raised from litigants either in the shape of stamps or 
court-fees, nor Hohson when he coiulcmiicd duties oii deeds of transfer. To 
keep them within tho limits of fee.s. thc.v must ho so reduced as to make tho 
receipts just enough to run those agencies whoso services arc invoked hy tho 
citizens. 

Taking commercial .sorviec.s, jmst and telcgraiilis are naturally the most 
successful of the public industries in which Governments everywhere have 
shown a special aptitude. From the very nature of things they arc likely 
to develop into monopolies with a monopoly price on them. But the policy 
of using these sources of rcveniio as a moans of taxation is now outgrown, 
though it may bo very difficult to avoid the aim of husincs.s profits develop- 
ing into a tax. Tn the Ilnitcd Kingdom and in the continental countries of 
Europe, tho aim is to secure only husinc«s profits, and a small margin over 
expenditure is budgeted for. A similar principle was also aimed by tho 
Govornmout of India till recently, and owing to the financial .stress thero 
has been a deviation from it. Tho abolition of the pieo ])Ost~card and tho 
half-anna postage letter shows a tendency to do small husinoss at high rates 
in preference to a largo business at low charges. It is ncodlc.ss to enquire 
into the financial results of such a policy. That it. is not called for in tho 
interests of the public is not denied even hy those who justify tho increase on 
tho analogy of the penny postage in the ITnitod Kingdom. Sir i\ralcolm 
Hailoy regretted the necessity for jnitting an end to the jiiec ])ost-eard which 
had a sentimental background and also the half-anna postage for letters. Tie 
justified it solely on the ground of financial necessity. Tho telegraphs, ho 
said, more than paid their way, which meant that the ehnrgc.s are being 
levied on tho principle of what the husinc.ss can bear. Tt i.s possible that 
with lower charges larger business might ho done. Tn tho combined working 
of posts and telegraphs Sir Malcolm Eailey dcctocted loss and that liad to ho 
made good hy raising the postal rates. The annual surplus from these 
services is under two crores in the average; hut according to tho statement 
made this year hy Sir Basil Blackett, on a princiiilc of strict commercial 
accounting there is likclj'' to ho a .small loss. Within the .strict economy 
coupled with low rates, the receipts might ho made to approximate to tho 
cost principle; and that is the policy to he aimed at. Tho advantages of the 
cost principle as against the profits principle, as .stated hy an Amoricaii 
WTiter, .are first that it take.s away the uncertainty as to tho result to he 
striven for; and second that it fnrnislios a tangible basis on which the rates 
are liuely to bo computed with due regard to tho public interest. Thero is 
no getting over the fact that the iirofit principle ha.s resulted rather in 



consulting the interests of the services, if not of the lover, but certainly of 
the higher ranks. An element of tax is introduced in vhat is purely a 
mercantile project. 

The most important service, the railways, is now worked in the country 
on neither th& costs nor the profits principle. It is mainly a source of tax- 
ation. It was a source of taxation when it showed year after year oulj\ a 
deficit balance, and it has also become a source of taxation now that it 
yields a good surplus. The general tax-payer paid the guaranteed interest 
with a deficit budget 4ind he now pays in high rates and fares for the an- 
nual surplus levied on the principle of what the business can bear. The 
business opportunism which converted the Swiss railways into iiotent instru- 
ments for the economic weal of the confederation has no place in the work- 
ing' of Indian railways, and they arc run on principles which run counter to 
the legitimate interests of the people. Since the railways began to turn the 
tide, they have been the principal source of income to make good revenue 
deficits, and when these overstripped the raihvaj’ receipts, there was a further 
imposition of increased fares and rates. If the Indian railways had been 
wm'ked on the principle of commercial profits, the budget would have been 
equalised by additional taxation or curtailment of expeiiditure. As it is, 
there is a high and unjustifiable strain on the movement of goods and men 
which has retarded- internal commerce and increased everywhere the cost of 
living. . The recent separation of the railway finance from the revenue ac- 
counts might bring home to the people the extent to which the tax on tran- 
sit has relieved the pressure of ta.xalion on other heads. For the current 
year the relief so given is about five crorcs. But it can do no permanent 
good unless the railway system is going to be worked on xnire business lines 
without the monopolist charge for the service. The aim which the Swiss 
Federal Council sought to achieve by taking over the ownership of the rail- 
way system, and the success that it has met so far, indicate how successfully 
the national aim can be accomjdished even in this country, if the State 
undertook its control and managed it with a similar end in view. Apart 
froin-the appeal to national pride which insists, as it did in the Swiss Federal 
Council, upoji the popular management of those affairs which aj-e of prime 
importance to the safety and well-being of the commonwealth, the case for 
nationalisation is founded n])on sober calculatio7)s of lower rates, due facili- 
ties for the development of internal and external commerce, improved con- 
ditions for railway employees e-si^ecmlly of the lowei- gi'ade, and of chcaimr 
management generally. At xirescnt it has all the evils of a mono))oly concern 
petted and favoured by irresponsible boards, who have moi'e the interest of 
the foreign trader than of the Indian tax-payer at heart. 

Genebal Pitixciri.ES op Taxation. 

The question whether these and other sources of public revenuo, to 
which we shall advert later on, are criuitable and in accordance with econo- 
mic principles is one of prime importance and cannot be answered without 
defining those economic principles which are the fundamental basis of tax- 
ation. One naturally refers to the well-known maxims of Adam Smith, which 
in spite of years still take the field, and desires to know the additions or quali- 
fications necessary to bring them up to date. It may be stated at once that 
although a few maxims of minor iniportance liave been added by critics, the 
maxims of Smith are good_ for working purposes, though all of them are not 
of equal iniportance. Criticism has rather centred round the view-jioints 
that should he taken in a scheme .of taxation than upon finding out qualifi- 
cations for them. And the -view-points are the logical outcome of the various 
annotations made on tlie ability xn-inciple which is the first and the foremost 
of his maxims. Himself a nationalist of wide outlook. Smith attacked the 
mercantilist theorj’ which was in vogue in his time; and his successors 
founded uxion his system a distinctly individualistic school, of which the 
most celebrated exponent was ]Mill._ Under the influence of the utilitarian 
school of moral iihilosophj', the individualist school in economics imposed stern 
limitations to governmental actions. It is not to be wondered that during 
the nineteenth century a stricter interpretation was given to the obligations 
of State in respect of individual concerns. It is a far cry from those days 
to the socio-xjolitical doctrines of Wagner which strike at the root of all 
social organisms that rest upon free comxictition and the distribution of iiro- 
Xierty based uxion it. Socialism and communism ai'e not yet sxient forces, and 
though the best modern economic thought does not go so far, it goes far 
enough to justify the employment by the State of its iiowers for promoting 
such economic and social adjustments as will make for the well-being of tho 



Ijeoxjle at large. Whereas Mill thought that graduated taxation •n'as gradu- 
ated robbery, Marshall held that the shares of national burdens must he gra- 
duated very steeply! The intensity of the demand for “steep” graduation 
has alreadj' created a reaction in favour of proportional taxation as it 
may at a certain stage swallow even twenty shillings in the pound.’ 

The difference between the two views is a difference in fundamentals. 
The Mid-Victorian view of taxation was that it must be raised only for re- 
venue purposes ; but the twentieth century wants to emphasise an ulterior pur- 
pose, which is to effect distributive justice in the aggregate of national wealth. 
Schemes of taxation, therefore, will necessarily have to vary, and attempts 
ai-e also made to justify taxes on principles which are in accord with the 
economic ends the advocates have m order to extend their operation. In- 
dij-ect taxes for cxamijle, and taxes on consumi^tion, expenditure and enjoy- 
ment, which in some cases are regressive, are justified on the older view but 
l^rogressive taxation can be justified onlj- on the modern view. Some econo- 
mists, who are astounded at the length to which graduation can be carried 
on, seek to justify it on the rental theory. Sir. J. A. Hobson justifies it on 
the ground that it is only taxation of surplus, though he admits tlie difficul- 
ties in practical application of the theoretical basis of economic rents. Pro- 
portional taxation, on the other hand, can he justified on the older view 
and will not meet with the requirements of modern advocates. Sir Josiali 
Stamp seeks to unify the conflicting principles by enunciating the view 
that “first one must assume the differences in wealth and ability to have some 
ethical or economic warrant behind them ; provided secondly, that the Inirden 
so laid has no economic reactions inimical to the progress of society, one 
can then examine the basic assumption, and if it is felt that it is not fully 
sound, and that some people are richer and others poorer than can he justi- 
fied either on ethical or economical grounds, one can go cautiouslj^ away 
from the fii'st results by judicious modifications.” A deviation from this 
ethico-econoinic principle is beset with difficulties, and he adds : “Wien we 
introduce the third principle — ^the obligation of the State to rectify unjusti- 
fiable differences of wealth — we put it upon the State to inquire into the 
merits of the two incomes and to ask such questions as the following : Is it 
really possible for pure ability to he worth so much more than ordinary 
powers can command? Ts not the reward too high? Does not this man ex- 
jiloit the monopoly of his name and fame, and draw as unearned wealth fees 
from a lot of old ladies who fancy they have something the matter with them? 
Unless we are going to deny that men differ in ability, in application and 
in thrift, and that those differences are rightly reflected by some difference 
of fortune, we cannot carry the obligation of the State to rectify inequali- 
ties of fortune beyond that part of the inequalitj' which we can confidently 
assort is not a proper reflection of the inequality of' ability, application and 
tlmft.” 

The view-point of Sir Josiah Stamp has certainly this merit about it 
that, Avhereas it moves away from the older school, it does not approve of 
a wrench from the economic foundation of modern society, based as it is, 
upon a competitive system and free organisation and*’ movement of capital 
and labour. The ulterior object of taxation will have a subordinate place in 
a scheme, the prime concern of which is an equitable burden on the tax-payer 
on a progressive scale. It need hardly be pointed out that it is possible to 
carry out this principle only in the case of direct taxes on incomes from what- 
ever source they may be derived and upon tangible immovable property. It 
would bo very difficult to give effect to it iii indirect taxes. Professor Selig-. 
man says that it is jmssible to do so. He instances the case of whisky and 
tobacco and asks: Wiy should not the whisky tax be imposed at a higher 
rate on the better grades? Wiy should not the tobacco tax be so arranged 
as to increase progressively with the price of the cigar? Wliy should wo 
not realise the same principle, so far as practicable, in the case of articles 
of consumption? If, as he says, it is possible, there is no reason why he 
should add the qualifying phrase “as far- as practicable.” It does not appear, 
however, that taxes on consumption have anywhere been successfullj' imposed 
upon the progressive principle. Even a flat or proportional rate has the effect 
of being regressive. Compared with the rich, it falls heavily on tlie poor; 
more especially' on those with a large family. Administrative difficulties 
introduce a further element of regression. Whether the duties are specific 
or ad valorem, or a combination of both as in India, it would be difficult to 
levj' a rate on the commodities, so that the consumers may be made to pay 
in proportion to their abilities. It cannot be otherwise. The needs of the 
poor are manj' and incessant; their resources limited. But the needs of the 
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rich are easily satisfied, and with increasing incomes with perhaps a sense 
of little or no sacrifice. No amount of graduation on the same commodi- 
ties can possibly' render the hurt caused to the i^oor measurable in terms 
of the hurt caused to the rich. 

It follows then that on economic principles the indirect taxes on con- 
sumption and expenditure can play but a subordinate part in a well-ordered 
tax system. The principle underlying the le%'y of indirect taxes is the 
Smithian maxim that every subject must contribute to the State according 
to his abilities, wherein emphasis is laid on universality rather than on 
ability. As usual, there is a difference of opinion as to their incidence. Adam 
Smith himself says that the co)isumer is at liberty to pay' or not to pay' 
these taxes; and many of his followers acclaim their voluntary' character. 
Whatever m^y be said of certain luxuries which most people in moderate cir- 
cumstances can go without, it will be absurd to maintain that indii-ect taxes 
are not so many involuntary levies. Whore the articles taxed are necessaries 
the tax is obligatory ; and in some cases they may even enhance the price 
by’ more than the amount of the tax. But it is true now as of yore that man 
does not live on bread alone; and if food is exempt from the schedule of 
taxed imports, the poor may’ assuredly get a little relief. But a tax on food 
is not a remote contingency' even in free trade England, and if imperial pre- 
ference begins to discriminate in favour of empire-grown wheat as against 
.A.rgentine or American supplies, indirect taxation will have begun to tell 
upon the cost of living in every English hou.sehold. Nov can a decent revenue 
be derived by’ confining the schedule to a few articles of luxuries. It is the 
index of a good. tax that it yields a large amount with little inconvenience; 
and the customs are levied not because they' offer to every purchaser the 
choice of iiaying the duty' or not — ^in most cases it is Hobson’s choice that is 
offered — but in order that it may' spread among the largest number of citizens 
of the State. The customs serve a double piirpose of dispersing the burden 
upon the consumers and rendering the collection least objectionable. The 
tax-payer does not feel the same irksomeness in paying an indirect tax as he 
does in paying a direct tax. It is imperceptable and that is its chief merit. 
There is thus a conflict between the two principles, both equally important : 
the principle of universality overpowers the principle of ability anJ niakes 
the tax regressive and by’ no means pi’ogressive. Where the object is only’ 
to raise the reven\ie, the tax is an uneqtial levy, and unless coupled Avith 
direct taxation its incidence is likely’ to be felt oppressively by the poor at 
the expense of the rich. But there are A'ery few countries which impose 
customs duties merely for revenue pxirposes; the ulterior motive of protec- 
tion is the controlling factor, however much the protectionist pill may be 
sugar-coated Avith high-sounding names as the safeguarding of industries. 
And financiers will luvA-e in the fAiture to consider the dynamic effect of im- 
port duties more than their elasticity' in yielding reveniie. 

There was some discussion last year in the Legislative Assembly Avhether 
it is a sc’entific or a "more scientific” scheme of taxation that has got to 
be deA'ised. It AA’OAikl be extravagant to contend that the eminent financiers 
AA'ho have been in charge of the administration, including such stahA’arts 
as Hr. James Wilson. Mr. Samuel Laing. Jlr. Massey', Sir EA'elyn Baring, 
Sir Auckland Coh'in, Sir David Barbour, and S!r Fleetwood Wilson, not to 
speak of the host Avhich the CiA'il Seiwice has contributed, haA’e not been im- 
bued Avith the tradition and principles that have governed the administration 
of public finance in the United Kingdom and have not been actuated Avith the 
best of motiA'es in organising and developing a sy-stem, AA'hfch, if it cannot be 
justified on the principles that are in A'ogue noAv, did good service in their 
days. But there is ample room for the cy’nical observation that, circum- 
scribed as the Finance Members Iuia'c ahvays been to subordinate the general 
interests of this country to the Avider interests of British traders and manu- 
facturers and the incessant claims of the War Office, the policy folloAved has 
in the main been to raise the maximum revenue with minimum fuss. Apart 
from the classic instance of the cotton duties, there haA'e been eA'er so many 
instances of the undue interference of British interests, real or fancied, in 
the shaping of our financial policy; and if ex-Finance Members would only 
lift the A'eil that hides the secrets of their official life, it AA'OAild hi'ing in a 
revelation of astounding moral value. At all events, such is the general 
vieAv Avhich exhibited itself in outspoken criticism even in the A'ery' first 
y’ear of the reformed councils AA'hen, A'oicing the considered opinion of his 
colleagues, a friendly critic of Government said that “there is internal evi- 
dence, during the discussion within the four corners in this house, that 
neither measure (the budget and the Finance Bill) traces descent from the 
Hon’ble the Finance Member; that he is really a free agent Avith reference 
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to eitlior; not ivitli rognnl to tlio important question of the sale of reverse 
councils, not vitli regard to the .important question of exchange; not with 
regard to the omission of tlio duty nimn imported silver hullion; there are 
clear indications that the Hon’hlo ifcmjjer is speaking with a borrowed 
voice.” And Sir iMalcolm Hailey, tlio Finance Aleinher, wlio followed him, 
maintained a discreet silence in regard to this direct challenge, except that 
on the matter of silver duty ho did not hoar from Home. Having regard to 
the limitations imposed iqion the Indian Finance Srembor, it is impossible 
that Iiis voice can he heard or his views prevail, when there is clear conflict 
hetweon the two countries, (hough he hapiions to he a man of outstanding 
abilities. Fvon the Secretary of State for India can do little; and the late 
Lord Salisbury staled in his evidence before the Select Committee of Par- 
Hainont on East fndin Finnneo that the only remedy for thi.s state of things 
lay in irritating pniilic oiiinioii. ft is no easy matter to irritate British 
public opinion on matters Indian. 

Subject to this limitation and making due allowance for the subsen-ienco 
of our interests to the paramount claims of tlio British tax-payor, an examin- 
ation of the tax system reveals the gulf tliai separates it from economic 
principles old or now. 'I'horo has lieon little or no thought given to the 
incidence on tlio tax-payer, and the lancet has not been applied to tho.so 
parts of the body where iilood is most congested. Tlio principal source of 
rovenno till recoiitlv was the land, and the fir.st impact of the tax is made 
to fall on tlio small cultivator, the larger landowners having their deiiiniid 
Iierm.'uiontly setth'd. Apart, from the fact that there is a total absence of 
lirogrossion, the small cultivator has his demands periodically revised or 
onhaucod on principles, whicli the t^c'lllemenl Officers are perfectly 
satisfied are the soundest, and, wliai is more, misunderstood by ovorybod}' 
else than tlio official coleno. A recent order of the Afadras^ GQ%'ern- 
mont stood aghast at the suggestion that the .small cultivator paying a tax 
of ten rniiccs and under should ho exemiitcd from taxation and entroiiclied 
itself liehind the lli^toric sanction that projipod it. As Canard .said, an old 
tax is a good tax, or in other words, an ancient ini((nity is saiictific<l equity. 
The iirinciplc nmierlying the land revenue is the IBIilical saying that to him 
that hath much shall he given, and from him Hint bath not, oven the little 
that lie Itafb shall bo iahmi an'ny. In addition to the land revenne. wliicli 
falls upon the largest luiinbor of people, there is the salt tax wliicli falls 
upon everyone. Tiio duty on imported cotton, woollen and silk and the 
excise on Indian cotton manufactnrer.s — which is a purely Anglo- 
Indian patent in sciciililic taxation — fall universally, tii whicli 

wo may add the duty on sugar and petrolonin. If wo leave out of account 
tho duty on imported liquors, the excise duties on local manufactures must 
1)0 deemed to fall upon the poor, liowover wicked the drink habit may ho. 
The heavy co.st of the movement of goods and men intornally falls upon 
the poor. The priiiciiinl .sources of tax incomes are thus derived from the 
poor and clearly they are rogrossivo. The only exception i.s the tax on in- 
comes, which hy tho adoption of the princi])lo of graduation has recently 
come to tlie relief of what otherwise has hoeii a hopele'sly niisciontifio sy.stcm 
of collecting as imich rcvciino in as insidious a manner from ns lic1plp.s.s a 
nmnher of jieopic ns possible. 

Tnr, L.\ki) Brvr.xnr.. 

In conclndiitg an clahorale review on tho land rcvomie polic}’ of the 
Indian Government, the writer of the classic apologia of ]fl02 confessed that 
the one claim which tho Government of India avouUI decline to make for it 
was that it could properly bo regarded as a science. After that, it would 
be mere superorogntioii to debate tlio qnc.stion wlietlior it is based upon 
sound oeonomic principles. But the controversy as to whether it is a tax 
or a rent still continues unabated and is likely to grow till a stntutor.v basis 
is given to the principles that .should govern its lovjx Adam Smith defines 
rent as price paid for tho use of land; and tho Government hold that ns 
owners of land they arc entitled to claim a share of the produce as well as 
a share in its incromont. “The ryot in India has, gcnorally speaking.” saicl 
Sir Edward Law once, “iioiiher won his lands hy the sword nor inirchasod 
them by a cash payment; he tliorofore properly pays the rent thereof, to the 
proprietor, that is, to the State” — a tlieoiw which invites a retort which 
need not be made. Tho concession to tho landlord or the tenant of a com- 
plete monopoly of the profits of all improvemonts of tlio soil in perpetuity, 
whether created by himself or not, runs tho i-esolntion, would be a doctrine 
not inerety economically unsound, but without any foundation in native 
custom or any precedent in history. The customary or historic aspects need 
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not detain us here; what is more important is the economic ground that is 
relied on. Assuming that the land revenue is to he regarded as simply 
a. price paid by the intermediate landlord or cultivating tenant, the price 
may bo fixed as high as a monopoly tax. As the sole owner of land, which 
is a limited commodity, there is nothing to prevent the State from exacting 
the full value thereof, and the result can only be to swell the cost of pro- 
duction in agricultural industry. The rent being part of the cost of raising 
produce, agricultural products will have an enhanced value which will be 
ultimately shifted on to the consumer. In this sense, there is no difference 
between the rent of agricultural land and the rent of lands, tenements and 
hereditaments used in any other trade or industry. It is open to those 
engaged in agricultural trade to paj' the price which the owner demands, 
even though it may be the competitive price, and so far as the general com- 
munity is concerned, it can no more complain against it than against any 
other item which makes up the cost of production. And, after all, the price 
for the use of land niay not bo a determining factor in the ultimate cost of 
the produce. 

Such, howevei', is not the view of those who rely on the rental theory, 
Thej’ do not take their stand on the more comprehensive definition of Adam 
Smith, but confine it to the well-known theory of economic rent enunciated 
by Ricardo and developed by his successors. They are unwilling to own 
that by any act'of theirs they are wilfullj’ putting up the price of food and 
urge the modest claim to take but the least useful portion of the national 
wealth leaving the rest for the benefit of the producer. They further con- 
tend that on no account can tliej’ surrender to the landlords or tenants any 
portion of the improvements due to the groirth of population to the gradual 
development of the country, to the introduction of new staples or to an in- 
crease in the productivitj* of the soil and in the value of its produce, more 
particularly if the latter arc themselves the result of an expenditure upon 
irrigation or communications that has been incurred by the State, The 
theory is the same that was at the bottom of the “increment value duties” in 
the United Kingdom, which met with such a signal failure. It is justified 
on the principle of special ability or windfall which the landowner gets by 
social developments, and which he is therefore capable of paying without anj’’ 
particular hurt to himself. The landowner does not “earn” the increment 
for wbatever is earned by him is exempt from taxation, ajul what portion 
of it is not so earned may justifiably come under the beneficial operation of 
the roven\io aiithorities. The increment duo to the progress of society as 
a whole must go back to the society by means of general taxation. There 
is a moral and economic justification for it. The assessment of such un- 
earned rent or increment lias to be worked out by the Settlement Officer in 
the village or in the fields^ and not by the theorist in his study. The Settle- 
ment Depai-tment, according to them, is a bee-hive of practical economists 
who weigh in the balance the “earned” and the “unearned” increment in 
each unit of cultivated land and appropriate for the State the “unearned” 
income reserving the earned income to the actual cultivator. 

Whatever may bo the theoretical basis of unearned increments in a 
sparsol 3 '-populated region with extensive areas awaiting the combined efforts 
of capital and labour for their exploitation, it will be folly to apiily the same 
notion to a well-developed country which is thickly populated and where all 
the cultivable land is broxight under the plough. The blind application of 
the theorj' of economic rents to the practical conditions of agriculture is 
responsible for the belief that the land jdelds an unearned increment of 
25 per cent during the lifetime of every generation, and that the Government 
Avith unexamiiled liberality take but three-fourths of it. And hmv this un- 
earned increment of 25 per cent works out to half the net produce of land is 
nowhere clearly stated. That the theory itself is subject to considerable 
modifications in places where agriculture is the main industry, and no other 
industiy has contributed to social developments ivithout effecting correspond- 
ing deterioration, must be patent to any one who ivorks in the studj'; and 
to the Settlement Officer it mu.st be still more patent. And it is because 
a superficial survey of certain ephemeral tendencies ivhich arrest the 
ej'e lias been Jiiistaken for economic .sj’inptoms of settled grmvth, that 
the agitation for an economic encpiiiy into the condition of the people 
is dcseiwedly gathering strength. A closer examination will .show, 
hoAvever, that every unearned increment is, as a matter of fact7 earned by 
hard and wearisome labour, year in and 3 'ear out, not merelj"^ by the hardy 
7nale but bj- the entire familj' ivorking on a few acres of sunburnt soil, which 
is all that stands between them and .starvation. Besides, all the factors 
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which make foi* social development are taxed to the top by a benign Govern- 
ment. Irrigation is taxed; roads are taxed; transport taxed ; and manure 
is taxed. The growth of the population does not enhance agricultural values 
for the more men are thrown on the land the loss is the yield per capita, and 
it is notorious tlio pressure of population on tlic land is increasing steadily. 
It is a case for easing the horse and not tightening the reins. If now staples 
are introduced and the soil is inadc more productive, it is duo certainly to 
human effort, whether of capital or labour, possibly both. There is no un- 
earned shower for an Indian cultivalor, ns is for Iho man who invests in oil 
or rubber or any such si)cculativo stock, and of whom it may safely bo said 
that ho toils not, neither docs ho .spin. If, as Mr. Hobson says, it is not 
feasible or equitable lo attempt to earmark and attack for revenue the 
separate items of surplus in industrial wealth n.s they emerge in the 
present distribution of rent or dividends or profits, the presumptuous claim 
to measure by a percentage (he unearned increment from land is the most 
audacious for a Government department to mnko oven in this country. 

The practical difficultic.s in separating the economic rent from the valuo 
of the produce are recognised by all those who arc not obsessed by the need 
to find theoretical justification for established wrongs. There are a.s many 
unwortli.v earned incomes as unworthv unearned incomes, says Sir Josiaii 
Stamp, but without stooping to discriminate, it may bo stated that what 
passes for rent is not merely rent in the llicardian sense,, but rent in a 
commereial sense. The land revenue is^ the price paid both for the us'o of 
land and the improvements made therein. Kvon ^fr, Shirra.s is forced to 
admit in all discussions on the incidence of a tax on rent it should bo ro- 
nieiiibered that pure economic rent of agricultural land is not confined to the 
natural qualities of the soil, but is infrequently mixed up with form.s of in- 
come due to capital and labour, and that in India it certainly is not, except 
in the rarest cases, pure rent, and, like .similar imports on land in other 
countries, is best classified as a tax. Ho adds; “ft has all the chnractcris- 
ties of a tax and its classification as rent or ns a tax doe.s not in any way 
affect its incidence or its effects.” That in fact is the real issue. In the 
calculation of rates of assessment between land and other incomes there is 
certainly some allowance made in favour of the former. Tho rnlo i.s on tho 
not produce; allowance is made for .seasonal fluctuations, for costs of cul- 
tivation, for vnriotie.s of produce, for dilforoutiation in soil and for improye- 
inents made by the landlord or tenant. .And yet. tho question remains 
whether a 50 iior cent tax is a reasonable levy. In all llicso refined calcu- 
lations. the marketable value wbicb land inherently ])o<;sessc.s is invariably 
ignored. No account is taken of tho capital invested on land, unless it be 
that agriculturo is an industry which i.s expected to bo dividend-free. If the 
tenant is to bo reduced to tho .status of a .serf attached to tho land, which 
is inalienable and from which ho cannot be alienated, the land ho cultivates 
becomes part and pniccl of tlie serf wliich has no v.nlue outside of liim. But 
if agriculture is to thrive as a national industry and a goitig concern of 
immense potential and recurring wealth, iho investor must expect some re- 
turn. Mr. Findlay Shirras says that in some places land is worth eighty or 
ninety times the Government rental. A 5 ])or cent interest on the valuo of 
25 years’ rental may bo a very moderate deduction from an arithmetical 
calculation of tho not produce and, if that is allowed, no tax will Imj payable 
at all. 

Tho question is naturally asked liow then the land is growing in value. 
The reason is not far to seek. Tho mass of tho ])opulatinn do not regard 
land as a field of investment, but as a certain soiirco of income wherein 
capital is secure from loss or depreciation. Owing to the general ignorance 
prevailing and the absence of sound sources of investment, tlio only wealth 
they can think of is land and buildings. Tho fresh fields and pastures new 
opened by tho contact with European civilisation have not boon tempting, 
encouraging and inviting, jifany nf the .small industries newly started ])avo 
more or less failed and lofL'no pleasant hiehiorics bc-liind.- Tho economic effect 
of tho crash of AEmthnots in raising tho valuo of land and buildings in tho 
■S^dras Presidency has been disa.slrously felt; and similar failures olsowhoro 
haVitliad no bt'ttcr result. The joint-stock banks are making but shy ovor- 
ture^o th^'urrent capital of tho educated middle classes; Init except in a 
very limited measure the confidence in the security of tho cai)ital, lot alone 
a decent ."eturn for it, is not widespread or firm ; and however much it may 
be doplored\tho fact cannot bo disputed that lands have assumed a v.alue, 
because of tile scarcity of other forms of investment guaranteeing moderate 
■ and reasonable security. Tho fall in the value of Government papers, the 
qmqrgency issues of income-tax-free loans and other baits to draw capital 
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from its hiding idaces have all been construed as so many attempts to 
inveigle it into dangerous paths full of perils and adventures. The artificial 
appreciation in the value of land can only be reduced, to a normal level by 
increasing confidence on the part of the investing public on the success and 
stability of modern institutions like joint-stock banks and industrial con- 
cerns. An immoderate demand on land can only end in depressing savings 
and accumulations and striking a blow at habits of thrift-, which it must be 
the endeavour of every one to stimulate and foster. 

The economic effects of the land revenue system cannot be fully gone 
into in a paper dealing with tax problems. It has been looked at irom 
different angles by diffei’ent on-lookers for a good number of years past. 
When the discussion was at its height soon after the pontifical pronounce- 
ment of Lord Curzon, Mr. Donald Smeaton, a very friendly critic of Govern- 
ment and an official of considerable experience, said that they overdid the 
claim to have established the proposition that “over-assessment is not, as 
alleged, a general or iridespread source of povertj" and indebtedness in 
India, and that it cannot fairly bo regarded as a contributoiy cause of 
famine’’.. In his view it was unproven. He held that a population of not 
less than fifty millions of inferior tenantry were seriously affected by the 
land revenue policy along with another twenty millions of field-labourers. 
“It can hardly be denied,’’ he said, “that intensity of famine on this largd 
population of sub-tenants is greatly due to poverty caused by the operation 
of our land revenue system as a whole”. The evil is sought to be remedied 
by giving fixity of tenure to the tenant-farmer, by recognizing his legal 
right to the occupation of the fields he works in and, if possible, by making 
it inalienable. It is only an ill-conceived attempt to do away with the 
middleman landowner who is the hete noire of the Settlement Officer. The 
scheme is made attractive by certain writers who suggest the creation of 
“economic units,” division below which must be statutorily prohibited. The 
proposal reminds us of the one made by Mr. Jesse Ceilings to give every 
farmer three acres and a cow in the British Isles; but what the economic 
unit is to consist of in this country is not definitely stated. Possibly, that 
will have to depend upon the quality of the soil, the nature of the crops, the 
sources of irrigation and the capital and labour available in each locality. 
It is beyond our scope to enquire into the merits or the feasibility of such 
proposals : they open out a large problem. What we are concerned with is 
the place of land revenue in our tax system and the best way of removing 
the defects where they exist. 

Judged from the point of view of a tax measure, the system offends 
against all the recognised maxims of taxation. It does violence to the first 
maxim of ability laid down by Adam Smith. The large owner whose de- 
mands have been permanently settled in extensive areas gets a differential 
treatment from the small tenant whose demands are periodically enhanced 
upon shadoAvy grounds. The political and historic reasons may interest the 
antiquary, but not those who actually bear the brunt of the burden. Even 
if proportional taxation is the only safe and logical guide to the ability 
principle, the non-exemption of the petty cultivator, whose annual rental is 
ten rupees and under, can find no justification in rational economics. 
The arbitrary and uncertain character of the levy which is liable to be en- 
hanced every twenty or thirty years is another source of complaint. Even 
during the currency of a settlement the cast-iron system of a fixed money 
demand creates an uncertainty as to the commodity value of the tax and 
that matters to the large body of agriculturists more than a fixed commuta- 
tion rate. Especially is the hardship likely to be heavy in a period of falling 
prices. The tax is again levied and collected at a season which is most in- 
convenient to the tax-payer. The payment might very conveniently be 
spread over double the number of months than now, and it will not be a 
hardship even to the village accountant. The last maxim of Adam Smitli 
is violated by no tax more effectively than by the land tax as hasf been 
already pointed out. Looked at from the point of view of the individual 
or of the Government acting for the community in its State organisation, or 
even of the community as a producing or economic society, the system is a 
disappointing failure and calls for an early change. 

The economic considerations relating to the first impact of the tax and 
the final incidence to which reference has alreadj' been made, and the want 
and privation, to which not only tlie subordinate tenants and field-laborers 
but the still more considerable body of landless people are exposed, impress 
the vital need to attack the problem of an exemption limit. The recent 
justification of the Madras Government that “bj; universal custom assess- 
ment is levied on each acre of land occupied,” might do reverence to their 



462 


title as inheritors oi an ancient ineciuity, hut scarcely as progenitors of a 
just and equitable tax system. Something caiij however, he said to the plea 
that “very grave difficulties would arise from any attempt to distinguish bet- 
Aveen large and small holdings,” if Avell founded; but the gravity' of the diffi- 
culties is left for one’s imagination to fill. If a distinction can be drawn 
betAveen large and small “earnings,” there is no reason AA’liy one should not 
he draAA-n betAA'cen 'largo and small “holdings”. While the fixing of an exemp- 
tion limit Avill be an act of moral justice to the poor, it is bound to have an 
economic advantage of far-reacliing import. It may possibly pave the Avay 
for the consolidation of small holdings even up to the extent of convenient 
economic units as the tax-free tenant can comx)ote on more favourable terms 
Avith a tax-paying laiidoAvner in the purchase of agricultural plots; and inci- 
dentally check the tendency to fractionisation, a tax on Avhich Avill fall only 
on the necessitous vendor. Whether the economic advantage is capable 
of realisation or not at the present stage of the destitution of the peasanti-y, 
the exemption of the tax up to a certain point is bound to give noAV hopes 
to drooping spirits and disappointed hearts, and may slowly but steadily 
enable them to realise the full fruits of the measure. The economic advan- 
tages of large holdings, Avhere they have Avithstood the ravages of .the Hindu 
LaAV of partition and inheritance, may also be expected to preserve them 
from breaking up to escape the burden of taxation. The exemption of small 
holdings does not mean the shifting of the burden to the large holdings. 

Another remedy AA’hich lies open, and Avhich can be justified on economic 
grounds, is the introduction of a permanent settlement of the rates of tax- 
ation Avith every individual landholder. The historical asiiect of the case 
will evoke bitter memories; and has been reAuewed by Mr. Butt and the 
Government of India in reply to his criticisms. What Sir Thomas Munro 
said and AA'hat jiromises a number of xiroclamations of the Government held 
forth may be forgotten for the nonce. It Avill be admitted Avithout doubt 
that the periodical revision of land rcAmhue Avith its consequent enhancement 
»f the State’s demand must necessarily put up the price of agricultural pro- 
ducts. On an average a district Avill come for revision every year, and there 
is thus a continuous xjuttiug up of the xjrice of produce in every district. 
A rise in price in one district Avill have a sympathetic response in others; 
and a rise of price in agricultural products Avill also raise the price of all 
other commodities. High taxation means high price level; but an increasing 
taxation is worse. So far as the agricultural industry is concerned' higher 
prices may mean higher profits and dividends, if the condition of the land- 
holder alone is the primary concern of the State. But the condition of the 
general consumer is a matter of equal concern for it, and there can be no 
justification to levy an abnormally high duty on this essential home pro- 
duction. Under normal circumstances when there exists a settled and un- 
alterable rate per unit of cultivated land, it AviU enter into the cost of 
l)roduction and the price of produce Avill be regulated by demand and suiAply. 
But a fifty per cent charge oil the net produce practically doubles the cost 
of food and affects materially everyone AA’ho does not groAV his own food. It 
is from the point of vieAv of the general consumer that the land revenue has 
to be judged, even though the conditions laid down by Sir Thomas Munro 
and his successors may not bo fulfilled. And AA'hen those conditions such as 
a proper survey and settlement, the construction of proper sources of Avater- 
suiApljq the cultivation of a good portion of the cultivable waste and the 
adequate assessment of land, are fulfilled, the case for permanency of -settle- 
ment becomes strong and unansAverable. 

As a necessary measure of financial reform and as a corrective to the 
introduction of a permanent settlement, a tax on higher agricultural incomes 
may be considered to make good the loss that might be caused by these tAAm 
measures. Any extravagant hope as to the probable accretion to the public 
reveiiues is likely to be falsified, _ and the highest estimate made is about 
five or six crores. After all, it is only the big zamindars and landholders 
that can- be attacked. A distinction may necessarily harm to be draAvn bet- 
Aveen the proprietors of permanently and^ temporarily settled areas. The 
zamindars in permauentl5’-settled areas may justifiably be taxed on a slightly 
higher scale than those in the temporarily-Settled areas, as these will have 
to pay in addition to the dufe^ on incomes enhanced rates of land tax, 
possibly of twenty-five per cent evei-y generation, if the proposal for a per- 
manent settlement Avere A'etoed. The distinction, though inAddious, has 
really for its object the equalisation of the incidence AAdiere the disparity is 
jiow notoriously pronounced. The exeinption of agricultural incomes from 
taxation has carried the benefit to agriculturists’ incomes, and the removal 



of the aiioiiitily will bring all accretions to agricultural rvealth to the pool. 
Messi's. Shall and Xhambata estimate at about a hundred and -fifty crores 
the agricultural incomes of landlords that so escape taxation, and on the 
analogy of receipts on incomes, estimate a probable improvement of fifteen 
or sixteen crores to the exchequer. But it the exemption limit is placed 
high in order to allow a margin for the land tax already paid, the estimate 
will probably be high. I’here is again the question as to the real rent re- 
ceived by the zamindars. Mr. Shirras assesses the j)resent bounty enjoyed by 
the zainindars afi six crores iier year. A tax on higher scale on properties 
than on earned incomes from xirolessions and trade is generallj' recommended 
on the ground of the absence of precariousiiess and uncertainty j but practical 
farmers think otherwise. You cannot charge the gross income of agriculture 
on the same scale as other incomes. IDsjjecially in this country where the 
sources of irrigation are limited and faithless and the rainfall is uncertain, 
the chances of a succession ol good croxis are remote — the agriculturists hold 
equally precarious with the earned income of the professional men. It is 
true that land cannot be extinguished, though it may reach the maximum 
stage of impoverishment] and tiiat is why the tax on higher incomes is to 
be in addition to, but not in substitution of, a moderate tax on rent. 
Whether the exemption limit is to be Rs. 3,000 or Rs. 5,000 may be decided 
upon after a few years’ experience. In order to avoid taking any rash 
step, the limit may safely be kept to start with as high as Rs. 5,000. In 
aiiy reform of the land revenue system the lines of least resistance are the 
best and the higher patriotism of the nobility may be expected to reconcile 
itself to this sacrifice, in view to the relief that it will give to the large 
bodj' of smaller jiroprietors who are scarcely in a position to keep body and 
soul together. 


The Inheritance Tax. 

Closely allied to the question of the distribution of land revenue is 
the introduction of the inheritance tax into the fiscal service. The sugges- 
tion is not a new one. In the Irnperial Legislative Council it axrxrears to have 
been raised twice, once by Sir Griffith Evans and another time by Dr. Rash 
Behari Ghose. The Government of India also seem to have discussed its 
feasibilities on three different occasions; once at the instance of Sir Henry 
Maine, again at the initiative of Sir Edward Law and for a third time in 
connection ivith the Calcutta Improvement Scheme. Sir Edward Baker 
declared in 1907 that on all these occasions the verdict was against it and 
that though possible on paper it was unworkable in practice. It is now 
revived by those who are impressed with the need for additional revenue. 
The -difficulties with reference to the administration of the duties owing to 
the joint family system may be overcome. Nor will the novelty of the 
measure be the chief ground of its condemnation, as it carries with it the 
experimental recommendation of almost all the civilised countries. And 
when it is seen that the duties have been a source of considerable financial 
strength to the worried governments, they are deemed legitimate sources 
that ought to be tapped and incorporated in any jiroper fiscal system. What 
they are expected to bring in this country is nowhere stated with authorita- 
tive precision; and, after all, one may not be sure that they will bring in 
any large revenue. The main yield will necessarily have to be from the 
land. Taking the value of the land at 25 years’ purchase on the average 
of the annual tax, the total valuation may be fixed at 760 crores or 
1,500 crores including the permanently-settled areas. It may be regarded 
by many as an underestimate; but certainly 1,000 crores . niay be 
taken as a fair estimate, due allowance being made for all subsisting en- 
,cumbrances. If the property is expected to change hands every 25 years, 
'40 crores of real property may come under the operation of the tax- 
gatherer, and including the value of the personalities oi 10 crores, 50 
crores in all. At an average of 5 per cent, the tax can yield but 2i crores 
a year. The estimate may be checked with the yield of the _ tax in the 
United Kingdom. Before the War the annual accretion of national wealth 
was estimated at 350 to 400 millions and the death duties collected were 25 
millions. The most optimistic estimate in India has been 20 crores, and 8 
l)er cent will bring in but 2^- crores.' As all estimates go, it is only a 
guess; but it is certain that the financial outcome will not be comparable 
with the political and economic I'isks involved. 

And it is the political and economic risks that have got to be duly 
noted. The duties ^vill 'be regarded by the jjeople of this country as a direct 
affront to those common feelings of delicacy which would not suffer the 
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presoiico of the tax-gatherer in the midst of a company of chief mourners. 
It is' a sentimental objection no doubt, but tliere is a certain solemnity 
attached to death, which even in this materialistic age renders it a mockery 
for one to invade the precincts of the family with a demand-roll, as to the 
deceased’s personal and real effects. The preponderating opinion, legal and 
economic, is said to bo that the duties are not a tax upon property, but 
upon the transfer of property. The view cannot bo strictly correct under 
the Hindu Law, where the issue takes an interest the moment he is born. 
Even if that were ignored, death is too solemn an occasion to trifle one’s 
feelings with; and when the deceased is perhaps the chief earning member 
of the family, it will be only adding to the poignancy of the grief if the 
State should claim a portion of what Death in its mercy may have loft. 
And since all the members of an Indian family do not usually earn, the 
demise of the earning member would be an occasion calling for human 
sympathies rather than official exultation. For the State to claim even 3 to 
5 per cent of the deceased’s savings is to deprive the family of oven the 
slender resources that^might have been left for them to live by. The 
deceased might iierhaps have been cut off under tragic circumstaiices rvlien 
his presence was most needed, and when the calls of the family had press- 
ing and increasing needs on his earnings. The severity of the loss cannot 
be relieved by the cruelty of tlie reply that he should have anticipated the 
event and provided therefor, or that he was in no worse position than he 
would have been if he had paid increased duties on income. That supplies 
no answer to the family that had actually lost not only a dear relation, but’ 
from their aggregate wealth the total capitalised value of his earnings. 

Leaving sentimental objections aside, it is a wholesome canon of taxation 
that a duty must be avoided if it can be evaded. So far as the death duties 
on personalities are concerned, it is easy to evade them, and they are 
certaiir of evasion. Even an exacting tax-gatherer will fail to tap a fourth 
of the assets that might very properly come under his operation. It docs 
not require the genius of a Sidgwick to declare that the duties will be 
determined by the danger of evasion rather tlian by the danger of checking 
industry and thrift. Donations infer vivos are very common among the 
Hindus and Muhammadans, more especially among the former, and very 
little usually, is and will be left to be ai^i^ortioned after death. It will 
be extremely difficult for administrative purposes to determine what had 
been disposed of by the deceased during his lifetime and what remained 
to be distributed among his heii-s and survivors, unless a grand inquisitorial 
and confiscatory office is set up to administer the law. The benami system 
is so deep-rooted that it will even be difficult to get at tangible and intangi- 
ble i^ersonaiities -which may not have been transferred dtiring the lifetime of 
the deceased; and if the Government take away the jurisdiction of courts, 
it will give rise to widespread discontent. It will be bringing disaffection 
to the very doors of the cottage. The failure of the general property tax in 
the United States to get at personalities and the transfer of the burden on 
realities is an object lesson as how death duties on personalities may be 
expected to work. Even in respect of land and other immovable properties, 
the prevalence of the benami system might in many cases successfully thwart 
the attempt of the tax-gatherer from getting a hold on the proper share of 
the deceased. After all, no system of taxation foreign to the genius of the 
people and wounding their susceptibilities can work successfully, unless it 
be with the co-operation of the tax-paj'er; and if the Iiidimi people make 
a dead set against these duties, as they ai-e sure to, the difliculties in the 
administration will be found to be all but insui^erable. 

There are one or two things which will also have to be considered in 
regard to the incidence of this sjjecies of taxation, however sound and 
reasonable they may seem at fii'st blush from -the point of view of the 
financier and the economist. The duties were hot imposed even in the 
United Kingdom without encountering severe opposition, and at its head was 
the good Queen Victoria who summed up the points to be urged against 
them in a letter to Sir William Harcourt. The chief ground on which Sir 
William, himself a radical country squire, urged the case for the duties 
was the general belief that land in the United Kingdom did not iiay its 
share of the "expenses of Government. When the case for the death duties 
was four millions for the navy or a pampered landlord specially exempt 
from his due share of public burthens, the matter is at once settled and all 
opposition hushed. Nobody can say the same of this country. It can 
hardly be contended that the land does not bear its share of public burthens : 
on the contraiw, land is the most highly taxed commodity here, except of 
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course in tlie areas permanently settled. And in order to equalise the inci- 
dence on all land, the suggestion is already made to remove the exemption 
from taxation of higher agricultural incomes, on a progressive scale, though 
this v/ill involve double taxation. If this proposal is adopted, agricultural 
land ■will have paid its due share of public revenues, and a further duty cau 
only he viewed as an exaction not satisfj’ing the conditions under which 
it came to be imposed in the United Kingdom. The stamp duty collected 
on all transfers inter vivos are sufficiently high; the annual tax is pitched 
on no modest scale; and a duty on large incomes on a progressive scale anil 
have completed the various directions from which land can be attacked 
and depressed. A further duty on death can only give a death-blow to 
reasonable modes of capital levy. 

It is generallj’ held that taxes stick to where they fall; bitt it may 
not be that the death duties will stick to the so-called beneficiaries. In 
the large majority of cases, where the real property js house, the tax will 
be shifted to the tenant as tenancy is more or 'less at will, and there is no 
active trade in house-building. The necessity for i^rotecting tenants from 
the rapacity of the landlords is being increasingly felt in towns and pro- 
tective 'legislation is loudlj' called for. An inheritance tax upon house will 
give the whip-hand to the landlord to shift the burden to the tenant-a'fc-will. 
Wliere the house is occupied by the owner there will be no shifting, and 
as a large body of house-owners may he engaged either in agriculture or 
trade, they will naturally try to pass it., on to those who consume their 
goods or command their services. And when such shifting is imijossible, it 
can only lead to fre.sh indebtedness. This will certainly be the case in 
respect of people who live upon the land aiid have no sui’ijlus produce to 
bring to market. Even though the payment be spread over a number of 
years, it must necessarily work as a hardship every time it falls due. The 
pressure of agricultural indebtedness, ah'eady acute and distressing, ought 
not to he further accentuated hj’ any addition to the burden of the land- 
owner. The extent to which the duties may aggravate hardship may not 
be easily gauged, but there can be no doubt that as land is overvalued by 
reason cf some economic conditions, evon a moderate tax must press heavily 
upon it. The market value of land is by no means its true value, and it 
may have to be halved for assessing purposes. An average of 4 per cent 
has been earned by a fortunate few among those who have invested on land 
and is poor value compared with a war bond carrying 6 or 7 per cen-b inter- 
est income-tax free. The Sowcar is shown to be particularly busy in the 
season of hist collections, and he is sure to ply his trade even more briskly 
if this fresh impost is levied on land. Between him and the Sirkar they 
will only give an additional turn to the screw of the coffin of the peasant. 

The economic evils that are liliely to flow from the duties do not seem 
to have been sufficiently realised by tliose who talk glibly as "maids of 
thirteen do of puppy dogs” about the possible accretion to public revenues. 
These persons seem to have been amazed at the growing incomes of zamin- 
dars and busy professional men who leave enormous fortunes when they 
die. Even if that were so, there is no need in this country for a statutory 
prohibition of accumulations of wealth: there is no law of primogeniture. 
The continuance of a single fortune through seA^eral generations is impossi- 
ble, and as the saying goes "there are three generations from shirt sleeves 
to shirt sleeves”. There is, however, no fear of any' .superabundance of 
wealth crowding into the hands of a few or dissipating among the many : 
the poverty of the mass is strikingly' phenomenal. And if their poor 
savings were to ho escheated in part after their death, they can only 
be redeemed by a forced sale of the rest. The beneficiary in ninety-nine 
cases out of a hundred will have no ready cash to pay the duties, and he 
must needs sell or mortgage the pi-operties in a depressed mai’ket. The death 
of every owner will be an advertisement for speculators to knock the pro- 
perty down at a bottom price. There will commence an era of depression 
both of real and tangible personal _ property' all through the year. Secretary 
Mellon of the United States gives an instance of a wealthy mair in 
England who has made a fortune almost entirely out of taking advantage 
of this necessity of executors, not knowing perhaps how his turn might 
come next. But for him and such like, sufficient unto the day is the evil 
thereof. If, as Mr. Mellon says, ownership of land in England has ceased 
to liave value and large estates can be purchased for less than the cost of 
improvements, European precedents cannot impress iis with the virtues of 
tlie new-fangled measure. A moderate flat or proportionate rate is nowhere 
in force and, if graduation is to ho niqde ".steeply”, it might absorb a con- 
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siclorable portion of tlio ircalth of tlie inheritors and depress to an enormous 
extent the value of the properties. Ji might not bo so bad as in Russia, 
but in effect there will bo very little difl’erencc from Bolshevist finance. 

Tur, T.\x ON Incomes. 

If there is any general and widespread nation that the tax on incomes 
is capable of expansion, it is liigh time one is disabused of it. For, the 
opposition to that measni-e is as stiong lo-clay as it was when it was first 
introduced. The experience pf half a century has certainly not acclimatised 
lieoplo to it, but has rather intensified the feeling against" it. One touch of 
nature makes the whole world akin, and in resiicct of no fiscal measure has 
public feeling boon so strong and united as against what it has come to 
regard as a pernicious and inquisitorial levy. 'When Mr, Wilson introduced 
the measure, it was to last -for a period of five yoai-s, and his successor, 
Mr. Laing, declared that the promise was not like lovers’ vows meant to bo 
broken. Mr. Massey’s objection was even more pronounced, and ho did not 
rest the case for abolition upon the sentimental ground of keeping faith 
with the pooiile of the country, 'fhe iioculiar objection which is entertained 
to an income-tax is not so mucli the amount exacted under a moderate scale 
of assessment, ho said, but the inquisitorial process to which it is necessary 
to resort. “The process is not very much to the taste of the English people - 
l)ut it is specially repugnant to' the habits and feelings of the people of 
India”. It is true that when Sir Auckland Colvin converted the License 
Tax of 1877 into the Income-tax of 1886, no promise. of oarlj’ abolition was 
given. But oven a sombre statesman of the type of the late Dr. Sir Ashutosh 
JIukherjeo renewed his protest against it, not so much because of the inci- 
dence of the levy — ^tho receipts were then considerably less than two crorcs — 
hut bocanso of the inquisitorial process of it. The War and the aftermath 
of the War have clouded the real considerations behind the opposition; hut 
now that the grip is to ho made tighter, the pont-up fooling will break 
out. If the tax is to play its proper role in the fiscal systonij the first 
efforts of the financier must he directed towards removing those ohjoctionahlo 
features, which mar its operations and make it an odious instrument of 
popular oppression. Tho wcakne.«s of vocal exhibition against it is duo to 
tho character and status of tho assessoc.s and tho limited nnmhoi' — less than 
2h lakhs in a population of 800 million.s — who are it.s victims, and whose 
cl'nim all tho same doseiwe consideration. 

Tho main target of criticism is the agency for the ndministralion of 
tho tax wliich still recently was vested with tho revenue authorities. Tt is 
now transferred to a .sjiecial, and liy all means an ofiicient agency, brought 
into being under tho care and management of the Central Board of Revenue. 
That a special department to collect albeit a heas'y sum from a limited num- 
ber of assessGGS should have been organised, shows tho predominant share 
which this soni'co is expociod to yield to the public revenues; hut little 
attention seems to have been paid to tho havoc of lotting loose upon the 
country a multiplicity of officers who cannot co-ordinate their efforts, hut 
can only harass tlio general tax-iiaycr. AVhen the country is divided^ into 
a number of districts for the purpose of what is c.allod “general ndiniiiistra- 
lion” whore tho chief revenue officer docs nothing more than “administer” 
the land revonno system, economic considerations would seem to emphasise 
the desirability of charging him exclusively with the collection of public 
rovonnos in all directions, instead of rendering the machinery loo cumhor- 
some and unwieldy. At present, there are a crop of officers responsible for 
the various doiiartments, each moving in an orbit of his _ own_ and not 
condescending to look at tho other : and tho chief revonno oflicer is chai’gcd 
with functions not ontiroly pertaining to tho administration _ of luildic 
revenues. Tho result is a medley and no turnover of efficient work. 
Between touring and griovanco-mongering, when there is .no despatch-writ- 
ing, they may he supposed to do the daily i-outino. If tho head of the district 
is to co-ordinate with all officers administering the lax syslem, keeping them 
under his charge and subject to his supervision and control, the revenue 
department would he run on better, cheaper, more efficient and 
business-like linos than now. Tho reform might possibly do away with 
a mimher of independent solar systems that float on tho official horizon, 
but in the interests of economy and harmony it will have to ho done. An 
officer in charge of tho forests, another in charge of excise, a third in 
charge of inconics, a foni-th in charge of land revenue, all with separate 
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armies under tlieir commandj divide tlie responsibility wbicli in each admini- 
strative unit must be epitomised dn one, and be the custodian and repository 
of the economic kno’vvledge of the district. 

The baneful effects of the duplication of the machinery are increasingly 
felt in the administration of the income-taxes. Though the assessees number 
less than a thousand in each district taken in the average, a single officer 
is told off for the work distributed before among a dozen officers of the 
revenue department. The sources of information once tapped by the entire 
revenue staff are expected to be apprised by the resources he can command. 
An additiojial officer by way of relief is to supplement his efforts in obtain- 
ing first-hand information, which the staff engaged in the land revenue 
administration had facilities to secure, supplemented though by secret infor- 
mation, which enmity or inalice can furnish. If the sj’stem has not collapsed, 
it is because the recruits have not been drawn entirely from the jaded 
staff of revenue department j and it is too much to claim for them that the 
vigour of administration has either attacked all possible quarters or omitted 
those who ought not to have been attacked at all. It could hardly have 
been better. When it is not possible or reasonable to let the tax-payer lie 
his own assessor, it is necessary that the assessing officer must be in a 
position to get independent information and act upon his judgment when 
such information is obtained. If the spirit of the income-tax departnmnt 
coTlld be infused into the land revenue staff and they are invested with the 
sole duty of investigating into the taxable capacity of the people each 
within his jurisdiction, surely they can make a safer guess approaching 
reality than a single officer or two, however capable and high-minded, not 
in daily contact with the people, and who can at best be guided by infor- 
mations that may not stand scrutiny. And if the proposal to tax agricultural 
incomes recommended already were adopted, there ought to be a coalescence 
of the two staffs who now run on parallel lines. A single staff responsible 
for the levy and collection of both the agricultural and non-agricultural in- 
comes — many a tax-payer may ha%’-e to bo rated for both — can by reason of 
their close contact with the people and a definite knowledge of their taxable 
capacity cause less irritation, vexation and annoyance than two independent 
organisations each woi-king on its own lines and indifferent by the very 
natrxre of things to the effect of its systems on the economic condition of 
the tax-payer. 

If the merger of the income-tax staff with the revenue department ar.d 
the restoration of the status quo ante followed by a strict limitation of the 
function of the whole reventio staff, are necessary preliminaries for a juster 
administration of the revenue laws, the constitution of a separate board of 
appeal independent of the assessing staff is a matter of i^ai’amoimt import- 
ance. The provisions now for appeals to the Assistant Commissioner from the 
Income-tax Officer and to the Commissioner from the Assi.stant Commis- 
sioner, besides depriving the assessees of the easy facilities which they had 
enjoyed till now, and rendering the appeals more expensive and not worth 
the troiible,, are further economicallj’^ unsound and opposed to the principles 
■followed in the United Kingdom. The appeals are heard in the United 
Kingdom by an unpaid body of General Commissioners, whose local know- 
ledge is of immense help in making proper assessments, and in cases of 
difficulty by the Special Commissioners, a trained body of practising barris- 
ters, solicitors, or chartered or incorporated accountants or civil servants 
with inland revenue experience. The Eoyal Commission recommended that 
these Special Commissioners should be divested of administrative work and 
restricted mainly to the judicial .side, that is to say, to hear and decide 
appeals. In the United States, klr. Slellon has proposed the establishment 
of a Board of Tax Appeals in the Treasui-y, but independent of the Bureau 
of Internal Eevenue, to hear ai\d detoi-mine cases involving the assessment 
of internal revenue taxes, which should sit locallj’^ in the various judicial 
circuits tliroughout the countrv. This would give, in his view, an inde- 
pendent administrative tribunal equipped to hear both sides of the co7itrf>- 
versy, which would sit on appeals from the Bureau of Internal ReTCiiue and 
make decisions, which Avould be conclusive on ’both the Bui-eau and the tax- 
payer on the question of assessment. The tax-payer, in the event that deci- 
sion should bo against him, would have to pay the tax according to the 
assessment and have recourse to the courts, while the Government, in case 
decision should be against it, would likewise be obliged to have recourse 
to the courts, in order to enforce the collection of the tax. If this pro- 
posal is too democratic,, the constitution of an independent tribunal of unpaid 
'commissioners of three to- five persons, consisting of at least one retired 
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judicial officer of the standing of a Subordinate Judge or Pirst-Class Deputy 
Collector, to hear appeals in each district, and a similar body -ivitli a slightly 
larger number for important commercial towns, must l)e constituted, deci- 
sions by the board being final. Tlic statutory creation of such a board of 
commissioners will remove much of the irritation and annoyance caused by 
the administration of the iiresent law. 

So much for administration. Coming to the actual rates of the duties, 
the exemption limit which is now placed at Rs. 2,000 cannot be held to bo 
high, and its reduction to Rs. 1,000 or oven Rs. 1,500 will cause needless 
irritation and annoyance to a number of jictty nssessce.s, who are in the 
main residents of urban areas. It is true that compared with the Rritish 
standard, where the lower limit is .€135, the Indian limit is high: but if 
the family is taken as a unit there will be found to bo no groat disparity. 
In an European family every member earns except the children and the 
aged, and the family income in the aggregate is greater. Both tlie hus- 
band and the wife earn in many cases a taxable income which is seldom 
the case here. The Indian family has more members and the earning monv 
her supports a larger number of dependants than in any European country. 
Even as between a family which has a taxable non-agricultura! income and 
a rural family sustained by agricultural incomes, the economic advantage 
is greatly in favour of the latter. As a rule, the members of the family 
dependent on non-agricultural incomes do not earn : they are so many para- 
sites breeding upon the earning member. But almost every member of an 
agricultiiral family does his bit bj* working on the fields or in some other 
manner, so that the total wealth may in the aggregate bo larger. If wo 
allow seven members to a family in the lower limit of assossccs, the income 
may be less than Rs. .300 a j’car or Rs. 20 a month per head. Tlio tax- 
„ payer lias to maintain a certain standard of living, and has certain con- 
veniences to provide for. The exemption limit was sjiccially raised on tlio 
ground of the increased level of prices that ruled in not 

shown any appreciable reduction now. “On none has the present raugo of 
prices fallen more heavily,” said Sir Malcolm Hailey, “than the pc^Io on 
low salaries who are caught in the .smallest mesh of an income-tax levy. 
There can bo no question that thc,Bs: 1,000 minimum i.s now a serious 
hardship.” Since then, there liaS fieen no such droji in prices ns to justify 
a corresponding reduction in the exemption limit. With the recommenda- 
tions of the Loo Commission staring in the face, it would provoke a storm 
among the lower grades of the services if any such .stop should bo taken, 
though non-service men arc entitled to ns much con.siderntion. Even ns a 
political experiment it may best be avoided. 

The relatively high exemption limit, which it would not ho dosii'ablo 
or expedient to lower till the prices fail to a level approximating the pre- 
war rate, deprives the validity of any plea for furtlier allowances, abate- 
ments of differentiations on account of earned incomes, joint earnings of 
wives and husbands, and of children, house-keepers and dependent relatives. 
In some countries, these are taken into consideration before the taxable 
income is arrived. If the princijile of making allowances for children, house- 
keepers, and dependants is admitted, it Avill have to bo allowed practically 
in every case, and it is far better to keep a higher exemption limit than 
make deductions for those items. The need for differentiation _ between 
bachelors and married men will not arise in India at all events in those 
lower brackets, whore alone the concession is allowed oven in the IJnited 
Kingdom. Marriage is held as a compulsory saermnent, and any discrimina- 
tion against bachelors will assurodlj' be unproductive. With regard to the 
joint earnings of husbands and wives, the problem of a personal allowance 
is not likely to arise for a considerable length of time. The ago of chivalry 
may he past, but even as an economic necc.ssity, that man, who thinks that 
his wife should earn a living to support him and his family, deserves no 
preferential treatment. The function of a woman is different in life and 
certainly more interesting than money-making. The United Kingdom gives 
an allowance of one-tenth of the earned incomes, subject to a maximum of 
£200 for any one individual. Secretary Mellon of the United States has 
proposed to the Congress differentiation of 25 per cent on earned incomes 
compared with investment incomes, as “the fairness of taxing more lightly 
incomes from wages, salaries and professional services than the incomes from 
business or from investments is beyond question. In the first case, 
the income is uncertain and limited in duration ; sickness or death 
destroys it and old age diminishes it. In the other, the source of 
the income continues; the income may bo disposed of during a 



man’s life and it descends to liis heirs”. That is to say, so long as a mail 
“earns” lie ivill pay a loner rate, and ivhen after retirement old age 

or sickness, lie invests^ his savings, lie must pay a tliird more. But the 
problem^ is not acute in India, and investment incomes have not reached 
a magnitude and proportion to earned incomes so as to warrant differential 
treatment just now. 

The discrimination itself is meaningless when it is the professed aim 
of the Government to develop these habits of thrift and saving which are .'aid 
to be wanting to a melancholy extent. It is to induce saving that the system 
of Post Office Savings Bank, Post Office Cash Certificates and other forms 
of securities have been brought into existence. A further extension has also 
been made in the issue of tax-exempt securities, which besides depressing 
all otlier securities, assure a certain source of income to the investor. These 
securities liave for their guarantee the entire revenues of India and secure 
for their fortunate owners freedom from taxation, which is shifted on to 
their unfortunate brethren, who might be unwilling, or what is more true, 
incapable of absorbing the loans. The penalty tor such inability is an 
involuntar.y contribution by way of increased taxation. The evil has not 
grown in India to the extent it appears to be rampant in tlie United States; 
but the inducement has put a premium upon idleness and ivithdraAvn a 
considerable amount of capital which would have been better for invest- 
ment in productive industries. It has further had the effect of raising 
the rate of interest throughout the country where the price for money is 
abnormally high. A tax-exempt security at 6 or 7 per cent is a veritable gold- 
mine for many a timid capitalist, and where hitherto he was lending money 
on easy terms he wants to drive a hard bargain. Cheap capital is essential 
for the agricultural industry; tax-exempt securities make it dearer by pur- 
pose. The bounty given at present to those whom the Government want to 
be their creditors must be removed, if only to lower the rate of interest 
for internal loans. It might not be possible to i-aise the required loan on ns 
easy terms, but the extra cost will be spread over all tax-payers and will 
not be confined to those classes who cannot honour the Government by sub- 
scribing to their loans. The larger the security, the greater the saving for 
the investor in the graduated scale of income and super-taxes that ho will 
otherwise have to pay, while the issuance of such securities offers a premiujn 
for governmental extravagance, which in the end falls on the general tax- 
payer and relatively highly on the non-investing public. 

The problem of evasion is one of the most difficult things that confront 
the administration of the tax. The dishonesty of those who conceal their 
capacity puts an extra tax on those who reveal it, and the income-tax 
has therefore become a by-word of reproach as a tax on honesty. To a 
considerable extent the reproach is true, but the difficulties are being slowly 
overcome. The introdrjetion of simplified forms of accounts is not likely to 
improve the state of things. It is not as though the tax-paj’er does not know 
he is making a profit or loss ; and there is no need for the use of presump- 
tion in levying the tax. On the other hand, those who give false returns do so 
doliboratety, and it can only be improved by the manner suggested as to 
the reorganisation of the revenue staff. The more important forms of 
evasion are the direct result of some .statute or another. The familiar form 
of tax evasion is for the lender to take a usufructuajy mortgage of tlio 
property and lease it to the borrower. There is really no mortgage and lease, 
but a clear money-lending transaction. In face of the documents, Income-tax 
Officers arc reluctant to assess the lender to tax. The Income-tax Act 
itself provides for a kind of evasion, the meaning of which is not obvious. 
A “registered finn” is exempt from super-tax, unless the proceeds of each 
shai’eholder exposes him to the liability and the jiartner can also be assessed 
for income-tax on his share of the income. But an “unregistered firm” is’ 
liable to pay rates of income and super-tax as if it were a7i individual. The 
distinction between the two is only that the one has done a formal act 
of registering itself before the Income-tax Officer and the other has not. An 
“unregistered firm” can evade the law bj' registering itself. The rationale 
of the distinction is not clear. The ingenious conversion of families into 
companies to escape the rigiditj* of the income and sui^er-taxes, to which 
Sir Basil Blackett referred this j-ear in his budget speech, is only an 
instance of the immemorial rivalry between the tax-payer and the t. ax- 
gatherer, the one trying to outwit the other ; but the best remedy lies in 
reducing the chances of such conversion to a minimum by avoiding discrimin- 
ation in the rates. The greater the disparity in the rates between indi- 
vidual and company incomes, the more active will human ingenuity be to 
correct it. 
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Tlie problem of double taxation lias been settled at a I'eceiit conference of 
the representatives of Great Britain, the Dominions and India. It has risen 
out of the difficulties of each portion of the Empire having income-tax laws of 
its own, whose rates are pitched on by no means a moderate scale, 'I’lie 
income is earned in one iilace, invariably in the Dominions and India and 
spent in the United Kingdom. The reverse is not generally the case. The 
income is naturallj' attacked for revenue in both places. Section 49 of the 
Indian Income-tax Act gives relief to those who are so hit, and under it the 
maximum payable by the tax-paj’cr is at the higher rate. If the tax is 
paid in the United Kingdom relief is obtainable in this country. In practical 
working, it so happens that a good portion of the relief falls on the Indian 
exchequer by calculating the rate on the “part”_ of the income and not on 
the “amount” of the assessed income. The basic period in Groat Britain 
for assessment of companies is three j'oars and in India the year preceding 
the year of assessment. By this arrangement a good portion of the tax 
collected in the United Kingdom is I'ofunded in India. If the relief allowed 
is on the “amount” taxed twice, the relief might lie considered equitable; 
but as it relates to the “iiart” of the income, a good portion of the United 
Kingdom tax will have to bo paid by the Indian exchequer except in those 
years, when the “part” on the throe-year average is greater tlian the income 
derived in India during the year of assessment. The maximum of such 
relief may not, of course, be more than half the tax jjaid in this country; 
but it makes considerable difference all tlie same. Wbon the same sum is not 
eai-ned ovoiy year, the dutj' chargeable on the basis of the earnings of a 
throe-year average will bo considerably less than that chargeable if it 'were 
earned in three successive yoar.s — a circumstance which renders desirable the 
introduction of a three-year basic period for trades, though it has its defects. 
Where the tax paid in the United Kingdom is less, the relief claimed in 
India will bo greater. If the tax-payer is to bo relieved against double 
taxation, it is necessary that the relief is confined to the actual “amount” 
of assessed income in respect of which it may bo claimed. 

But what is the principle on wliich the Indian tax-pa 3 'er is called upon 
to give the relief and why? Double taxation is not a peculiar featiire of 
the ISritish Empire, and it has been in operation for years in the United 
States and other Federal Governments. How does it differ in principle from 
raising the same tax, though at varying rates by both the Federal and State 
Governments? In the United States, the Federal and State Govornmente 
levy taxes on incomes and inheritances in violation of intcr-statal comity. 
The very principle of putting a surcliarge uiion the same source of revenue, 
where there cannot bo strict division of sources of revenue between central 
and provincial administrations, recognises the principle of double taxation. 
Not only is the Indian tax-payer compelled to .shell out year after year a 
decent portion of the revenue to the relief of the United Kingdom, but even 
the important source of interest on sterling debt paid in England escapes 
taxation. It is needless to enquire whotlier under the strict interpretation 
of the Act, it is not liable to tax, as the income out of which the interest 
is paid, certainly “accrues” and “arises” in British India. ^ The immunity 
from taxation given to the interest receivers on our sterling debt in the 
United Kingdom, and the refund to the tax-payer in relief of double taxa- 
tion, raise the issue whether the tax is related to the taxable capacitj' of 
the people or not. Sir Josiah Stamp cuts the Gordian knot by holding that 
the tax itself must be divisible into two parts, one part being a flat rate 
where the income arises on the benefit principle, the second part being a 
graduated rate where the asscssee resides on the abiljtj' principle and a 
enrabination of both if the tax-payer resides where the income arises. It is 
a compromise between two conflicting views. France has been bold enough 
to solve it bj' not charging income arising out of France. The United 
Kingdom cannot be so magnanimous oven if it can afford to. Assuming that 
it could not, that is no concern of this countiy as_ the investment is made 
and the income earned with the full knowledge of its liabilitj' to tax. The 
interest on the sterling debt is also chargeable on the principle laid down by 
Sir Josiah Stamp as the income accrues in this countiy though it may bo 
paid elsewhere. 

The Bevexue fiiom Customs. 

The customs have long been the principal source of revenue excepting 
land. Since the final reformation of the duties which culminated during 
the finance membership -of Sir Evelyan Baring in 1882, the main purpose has 
been to raise the necessary revenue. A moderate revenue duty of 6 per cent 
continued to be_ levied till the War necessitated increase as a measure of 
emergency taxation. In 1921, when Sir Malcolm Hailey raised the general 



ad valorem duty from 7-A per cent to 11 per cent, lie said tlirtt “our tariff 
is purely a revenue iiroducing tariff which, whatever may be its defects here 
and there on any particular trade, is admittedly not devised with any objeci; 
other than that of revenue.” Ho iirged that there should be no departure from 
it until the whole of the fiscal polic 5 ' was thoroughls' and exhaustivelj^ examin- 
ed by a competent and impartial body. The matter was therefore entrusted 
into the hands- of a Fiscal Commission of eleven members, whose inconclusive 
report has practically left the question where it was. By a majority of oho, 
the Commission recommended the adoption of a policy of “discriminative 
protection” — a terminological inexactitude — while the minority voted for 
unqualified iirotection. The 0 UI 5 ' result of the labours of the Commission 
v.’as the perpetuation of itself under the nom-de-plume of a Tariff Board, 
whose object is to explore avenues of a rapid industrialisation by means of 
protective duties or direct State help bj* bounties. The zeal of the Board 
has not so far succeeded in ^ferreting out anj' good number of industries 
deserving of special crutches to enable them to walk, aijart fi'om what is 
furnished by the high revenue duties already in force. 

It is needful to have a clear idea as to the ulterior object of customs 
duties, especially in those cases where they cannot be both protective and 
productive. The Fiscal Commission do not discuss in their report the effect 
of their policy of “discriminative protection” on the revenues of the 
country : thes' do not say what industries demand protection and to what 
extent. Nor does the dissenting minute help one very much. The majority 
report recommends the removal of certain duties, especially on coal, semi- 
manufactured goods, hides and skins, raw materials, machinery and tea. 
It does not say how the fall in the receipts is to be made good and what 
articles could bear an increased duty to encourage internal production. 
The effect of an import duty on sugar of 25 per cent has been already dealt 
with; hut it may be arguable that if an imx^ort duty of cent per cent were 
levied on Lancashire goods, udthout a corresponding excise, the music of 
the cliarha may be louder and more enchanting than the music 
of the heavens. But Mahatma Gandhi hates mill-made goods of Bombay 
and Ahmedabad and Lancashire with strict impartiality. The excise on mill- 
made cloths will be retained by him in his fiscal sj'stem in order that the 
charha may thrive. Is a policy like that to be pursued? The revenue of 
six crores which imported cotton goods give may then have to bo abandoned 
in great imrt, thougli Bombay and Ahmedabad may be compelled to wring 
out more than a piteous _ crore and three quarters, IVill a similar policy 
with reference to other imports j’ield similar results? "What will be the 
result of an intensive protective duty on matches, cotton yarn and thread, 
mineral oils, metals, yarn and textile fabrics, and other wholly or mainly 
manufactured goods, on the public revenues? M'ill the diminution of im- 
ports be compensated for by any increase in the duty and also on the 
incomes derived from those who majj supply indigenous substitutes for 
them? Or like sugar, will they only raise the i^rice and starve the consumer? 

In the absence of a clear lead as to the probable industries that may 
stand to gain a protective duty with ultimate economic gain to the country 
either from the “thorough” or “exhaustive” enquiry by the Fiscal Com- 
missioner or the more acute labours of the Tariff Board, it may safely be pre- 
sumed that an immediate I'cvisiou of the fiscal policy is not called for, and 
the ulterior- object will have to be suspended till conditions of industrial 
life mature and call for a change. The steel and iron industry which had 
exceptional opportunities for establishing itself on a firm basis has had to go 
a begging for temporary relief, and it is generally believed not entirely be- 
cause of “dumping” by countries with depreciating currencies. It has 
begun self-examination, a sure road to improvemeut, and i)erchance the I'esult 
may be to eliminate the need for State helxi earlier than we might expect. 
It is generally held that the announcement of the adoption of a iirotectivc 
polic.v will give a fillip to industrial development. If words had such value, 
it might easily be done; but unaccompanied bj’ acts they are scarcely likely 
t-o achieve anjdhing. The pre-requisite of collective sacrifice is an aptitude 
for industrial life and a copious cquipmeiit of tedinical skill and scientific 
knowledge. It is not that capital is shy or labour dear, but that the leaders 
are conservative. A well-thought-out proposition has seldom failed to evoke 
an encouraging response, and the large number of mushroom companies 
started during the “boom” years- that followed the War testify to the willing 
co-operation the community is prei>ared to offer. If the pioneers are read}', 
the followers are many. It is therefore idle to contend that a mere change 
in the fiscal policy would be accompanied by a rush of retired or latent talent 
to spread the country with a net-work of industries. It is unfortimate that 



iliG fiscal system should he taiiiiiered with at a time when full ecoiiomit 
advantage cannot be derived, and the only possible result can be an extra- 
ordinary rise in prices and cost of living. A temporary sacrifice may even 
be justified if there is some chance of an early Avriting-off of the loss; but 
it Avould be criminal folly to waste national effort and economic energy 
in the off-chance of reaching an industrial ideal. For the nonce, we haA'e 
learnt at a cost of three and a quarter lakhs on the Fiscal Commission, 
and a good recurring sum till the Tariff Board is Avound up, the simple 
lesson that empericism is not the final AA'ord in industrial finance. 

Revenue being the only consideration AA'liich should actuate Government 
in regulating their fiscal policy, one must turn attention to the question 
Avhether the prevailing scale is too high and has had any appreciable effect 
6n consumption. It must be stated that no inference can safely be drawn at 
present from trade figures by reason of the fact that the period of the 
rise in duties has synchronised Avith the period of a fall in foreign prices. 
The full effect cannet be measured till a steadier i)rice-level here and abroad 
has enabled us to test it. High exchange will to a considerable extent 
mitigate the effect of high import duties, and the countries Avliich liaA'e 
depreciating currencies can also afford to sell us goods a little more cheaplj'. 
Referring to the criticism of the assessment of a 30 per cent duty on the 
so called “luxury” articles. Sir Basil Blackett argued that the contention 
that loAver duties would have shown better results was scarcely borne out by 
figures. The principal articles so taxed arc motor cars, silk manufactures, 
glass bangles and beads, and tyres and tubes. Except in the case of silk 
manufactures — Avhich of course AA'ore affected by the duties — the quantities 
imported after the increase in duties AA'ero in excess of those before. But 
the contention of the critics is that, having regard to the fall in prices, the 
imports AvoAild have shoAvn a still further increase. The doAviiAvard course 
of foreign prices has obscured the effect of the duties on the volume of im- 
lAorts. In comparing statistics of imports and exports quinquennial averages 
must be taken, and the last five years have been too much disturbed to ghm 
any reliable lessons. Tavo things^ liowcA-er, may bo remarked. Fii-stlyj the 
articles subject to import duties are either not manufactui-ed in 
India or could not be manufactured Avithout added cost, or those 
for AA'hich effective SAibstitutos could not bo found. Secondly, AA*e 
do not possess a monopoly or semi-monopoly in any of our exports 
sufficient to compel the foreigner to hear a portion at least of our import 
duties. They are therefore borne entirely by the Indian consumer, and 
he has shoAvn his decided preference to the prociotis metals — Avhich are tax- 
free — in place of taxed manAifactures. During the last two years Ave have 
imported more than a 100 crores Avorth of i>recious metals, of aaIucIi over 
60 crofes came this year. And the cry is, still the,y come. If the ihiport 
duties Avere 5 per cent ad valorem, the consumer AAOAild spend an additional 
25 crores each year on European manufactures, and incidentally release a 
good portion of the precious metals to relieve the over-worked paper 
cAirrencies of Western and Central Europe. 

The disastrous effect of this forced “dumping” of precious metals has 
scarcely been realised by those aa'Iiu pretend to he the friends of European 
cmlisation. The charge is undoubtedly true that the East is the siiik of 
precious metals, if by that it is meant it consumes more than Avhat its ability 
can justify. Per capita the consumption is not greater. When, the ablest 
financial brains are at Avits’ end as to Iioav host to secure to a reconstructed 
Europe a stable monetary standard, the path of Avisdom_ does not seem to 
Ho in the direction of deflecting a free floAV of the precious metals to the 
Eastern hoards. Statesmanship in finance does not consist in mere book- 
keeping and auditing correct enti-ies, hut in so regulating the finances that 
the utmost possible utility is obtained by the people in exchange for the 
tax they paj\ The heaA’^y import duty of AA’hich the free and _ unfettered 
ingress of untaxed precious metals is the necessary consequence, is a source 
of economic Avaste all round. Externally, it deprives the manufacturer of a 
market AA'hich has to curtail its demand by reason of tlie price, and in turn 
reduces his capacity to take the normal A’^olume of Indian exiAorts. Inter- 
nally, it raises the price of all imported goods, which has a sympathetic 
action upon the general level of prices. The incoming m-ecioiis metals, to 
the extent they_ are not buried underground or mould^ into ornaments, 
complete the ruin, which sympathetic price" adjustments have begun. And 
more than all, a depleted Europe finds herself unable to put her 
house in order, raise the necessary credit and find the capital 
to provide herself Avith the food and raAv materials so essential for her 
economic resuscitation. ^Hiy, for the fetish of balancing the budget and 
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keeping the debit and credit entries correct, a high import duty is en- 
couraged and tolerated by British Statesman is not .clear, unless it he tha't 
long views of economic problems are the privilege of the student in the 
cloister and are no concern of the practical administrator. For an excep- 
tionally poor people, cheap imports, wliich the removal of all obstacles in 
the way of international trade can alone guarantee, and steadily increasing 
exports are of fundamental importance; it is all the more important when 
local supplies cannot be sufficiently substituted for the imported articles. 

The Fiscal Commission were impressed with this economic result of high 
revenue dxities which tend to be protective and held it was open to great 
objection. “Since 1916”, they wi'ote, “the tariff has been less and less 
consistent with purely free-trade principles. It gives protection, but it gives 
it in the least convenient and the least beneficial way. ... It appears 
to us therefore that the necessity for raising a large revenue from customs 
duties on the industries of the country must inevitably lead India to the 
adoption of a policy of protection as thej^ led Germany in 1879”. An 
enquiry as to the need for raising lai-ge revenues from customs was beyond 
their scope and was not made by them. And as the possible sources of 
revenue from customs under a policj'" of discriminative protection are limited 
only to certain manufactured goods, tobacco and liquors — coal, raw materials, 
jnachinerj', cotton yarn and semi-manufactured goods being exempted — it 
does not aixpear that the loss of revenue could be made good by protective 
duties on the imports chosen for attack. The Commission do not say 
whether a general revenue duty of 15 per cent is reasonable, but the canon 
they lay down seems fair. They say : “When protectionist considerations do 
not arise, we see^no reason why the Government should not impose revenue 
duties in accordance with the recognised principles which govern such taxa- 
tion. When a large revenue is required, it is generally found tlfet taxation 
has to be imposed on articles of almost universal consumption; which may 
be classed as necessaries, but in general the necessaries of life should be 
taxed as lightly as possible. High duties may reasonably be levied on luxu- 
ries, provided care is taken that the duties are not pitched so high as to pass 
the point of maximum productivity”. The articles of universal consumption 
are cotton goods, food and drinks, and sugar, and these may yet bear a 
heavier bui'den before tliej'' reach the point of maximum productivity. If 
the tax is increased, they cannot at the same time bo light. The fact is that 
while unqualified protection has its dangers, discriminative nrotection can- 
not be enforced consistently with the needs of revenue and in a manner 
calculated to bear lightly on the general consximer. 

Having regard to regressive character of the customs revenue, which 
falls more heavily on the poor, who have to spend on the taxed goods a 
larger sum than the rich, and the need felt for the articles generally im- 
ported, whose place cannot bo filled by internal supplies, it is necessary to 
reduce the duties to the pre-war level and to restrict the number of dutiable 
articles to a minimum. As the Fiscal Commission point out, all raw materials 
and partly manufactured goods ought to be duty free along with coal and 
machineiy. Articles in which there is no internal competition should also in 
the interests of the consumer be alloxved the same concession unless they are 
classified strictly as luxxn-ies or harmful things. The low revenue duties 
must be confined only to those articles of universal consumption in which 
there is internal competition, without a corresponding excise, in order that 
thej' can get such advantage, as the revenue duty may allow for ulterior 
puiqxoses. A high protective wall will not block the starting of alien con- 
cerns manned and worked with alien capital like the American combine, which 
is endeavouring to put up a number of match factories in India, which a 
needlessly offensive protectionist policy has brought within its ring. It is 
not violating strict free-trade principles if no excise duty is imposed upon 
home ijroduction to counteiwail the effect of an import duty upon the 
competing article. Such protection as a revenue duty can give is incidental 
to every trade, and there is no sense of revolting against it as against any 
other natural facility which the manufacturer may have. If the foreign 
competitor feels hurt, it is open to him to change the nature of his supply; 
he can ship those goods in which there is no local competition, and which 
therefore may be admitted duty free. 

This takes us naturally to the cotton excise duty which has behind it a 
history of its own. The cotton manufacturers of Bombay are as firmly' con- 
vinced that it is an instance .of the arm of political domination being used 
for enforcing economic servitude, as British merchants are convinced that it 
is only putting into practice an economic truism in which they themselves 
have absolute faith. Into the political historj of the question it were vain to 
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enter; everyone is by now familiar with it. From the strictly economic point 
of view an excise duty can be justified only if the maximum of internal pro- 
duction is reached, or there is such a combination of internal producers that 
the benefit of the import duty will be entirely appropriated by them and the 
general consumer will be the ultimate loser. In that event, the local manu- 
facturer will put up the price to the extent of the import duty, an evil 
which may be legitimately prevented. That the mill-owners who are natu- 
rally keen businessmen should consider dividend as their first and last 
objective is not in itself a vice. 'WTien the industry is capable of expansion, 
as the history of cotton industry has shown it to be, the gro^vth of competi- 
tion will naturally bring down prices. Apart from the fact that Bombay 
competes with Lancashire to an incoJisiderable extent, and the excise cannot 
be justified even on free-trade principles on the non-competitive goods, her 
real rival now is Japan, which even levies a consumption tax to capture 
foreign markets. Bombay has a further competitor in the hand-loom weaver, 
who is not j-et killed and is known to supply a considerable portion of 
internal demand. The language of exaggeration has its limitations, and to 
say that the removal of the excise duty will be giving a practical bouimv 
to_ the cotton magnates is to ignore the difficulties that beset them and 
minimise the competitive conditions under which alone the industry can 
raise its h'ead. That Japan should be in a position to boat Bombay in her 
own market must needs make one pause for a while : it is necessary to find 
out wherein lies the_ wastage. While the mill-owner will doubtless look 
into it and subject his methods of production to a more efficient test, the 
State should not by its fiscal methods impose an artificial burden which 
fetters its natural development. Tlie soil is not unsuited for healthy growth 
of the cotton industry, and there will be no waste of national effort even if 
the' industry' secures a temporary advantage which the revenue duty will 
give: and "the A'ory high dividend which the mill-owners may derive will 
supply the spur for further expansion and lower prices. 

There only remains the question of export duties as a source of customs 
revenue. Out of a total of about crores, about 5.^ crores are raised by 
duties principally on exported raw hides and skins, on tea, rice and jute. 
After considering the question from .all points of view, the Fiscal Commis- 
sion came to the conclusion that high duties could not serve any ulterior' 
purpose and recommended a low revenue duty. The report on this branch 
of the tariff problem a])poars to bo unanimous — the dissenting^ minute does 
not dispute the recommendations — and certainly wise. There is no greater 
handicap to the producer than an export duty, unlc.ss he happens to be in a 
position to exact a monopoly price which seldom happens to bo the case. 
A high export duty leads to substitutes and reduced consumption, unlo^ 
the producer is willing to shoulder the whole or ])art of the burden. It is 
possible that in times of exceptional demand a moderate duty can be passed 
on to the foreign purchaser; but it cannot be a recognised feature of the 
tariff policy. If there is a powerful combination of exporters, they may 
even shift the entire export duty on to the internal consumer. Jt should 
not be surprising if the Indian .consumer of tea or jute, paid a portion of the 
export duty on the same. Even with reference to jute, an industry in wliidi 
we have flattered ourselves to have a monopoly, with the discovery of a new 
process of extracting coir cheaply from cocoainit, ■tvhich will supply fibre for 
manufacturing sacks at a third of the cost of manufacturing them with jute, 
the monopoly bids fair to disappear. The j)rogrc.ss_ of science sooner or later 
makes possible the substitution of cheaper varieties for taxed couunodities 
the certain chance of a contracted market for them. Export duties have 
naturally ceased to play a useful part in a well-regulated fisc.al system. 

Tub Bevexuf. rnoji kloNOPOi-ins. 

]. Excise on Liquors. 

On no question of social polity are the view-x)oints of Europeans and 
Indians likely to differ more fundamentally than on the consumption of 
intoxicating liquors. It is not that prohibition, total abstinence, local 
option and such measuips are not European devices to check tlie drink evil, 
anymore than it is open to those, to whose ancestors the soma juice was not 
a foreign importation, to hold that they never beard of it till they came 
into contact with the gross materialism of the IVest. As a practical 
measure, the liquor traffic is sought to be controlled elsewhere in the interests 
'of the general consumer, whereas the ideal of total prohibition is deemed 
possible, of realisation in India by means of State regulation. There is 
no denying that the prohibitionarv movement has the general and widespi'ead 
sympathies of a large section of the community, as the drink habit itself 
is confined to the lower orders of society, and to a limited circle of the 



higher order ivhich has aped the laaniierB of the West. But it is midor- 
I'ating to au extent perilously near madness the vested interests created by 
the licxuor trafSc, if it is thought possible to efface the excise revenue from 
the fiscal system altogether. About twenty crores of annual revenue is 
involved in the abolition, and it would bo a laboiir of Sisyphus to toll the 
men who have the vote that thej’ have no business to ruin themselves by 
the deadly poison of toddy or arrack and must turn to a life of plain-living 
and high-thinking. But it seems to be universally held that public opniion 
can control and ultimately check the drink habit, if onlj' the Goverjnneut. 
refrained from throwing temptation on the waj* of the consumer, a view of 
life which practical financiers who know and feel the weakness of men and 
women to vices of sorts do not readily fall in. More modest in their 
ambition, they desire to control what we desire to remove. 

It is unfortunate that the movement that was started a few years ago 
to enforce prohibition 1)5’ peaceful picketting was not allowed free scope to 
test the possibilities of success of a mass movement for moral reclamation. 
It was spoilt pei-haps as much by the zeal of the picketeers as b5’ the 
onthu'iasm of the tin-gods of officialdom. The upshot is that the Government 
have lent themselves to the charge of iirofessing a policy which the5’ do not 
care to pursue. An undisturbed effort on the part of prohibitionists ^^•o^lld 
have served as a mirch-needed cori’octive to man5- of our notions, and it 
should have been gladl3’ .welcomed by those who have the moral ui)Hfting 
of the fallen men and women at heart, but who only grope for way out of 
the unfathomed pit. If the Goveiaiment reserved to themselves the gloiy of 
abolishing the vice, of course, they were entitled to do so. _ The excise is a 
transferred subject in charge of popular Ministers responsible to the legis- 
lature. But so far, the Alinisters have been obsessed by the bogey of finance 
as much as their predecessors in office, and while sympathies are showered 
in plenty, the5’ are scarcely disposed to forego the very fund which musa 
keep them going. The prohibition movement had at least the historical 
sanction behind it, that great social and moral revolutions have taken plax’e 
in the past without blood-shed and rapine, with or without the powers- 
that-be b5’ the sheer strengtli of the spiritual foi'ce of the leader. Such 
movements as those led by Budha, Sankara, Ramanuja and Chaitanya have 
effected far greater reforms than was aimed at by the modern reformer. 
Whether it had the elements of success now was unhappily not to be tested, 
and, what is more, the attempt is not likelv to be repeated. Better far to 
concentrate attention in awakening the Ministers-in-charge to a sense of 
their dut3’ than picket innocent shops and ignorant vendors. After all there 
are less than a dozen iMiuisters to convert, if they have not resolved to 
remain imconvertcd. 

To emphasise the obstacles that sta)id in the way of aJi earl5’ consumma- 
tion of a dry India, is not to_ sympathise with the infernal habit of drink, 
thotigh there is much to be .said in favour of the view that it is in restraint 
of individual liberty to seek to interfere with one who argues, “I will be 
drowned and nobody .shall save me.” You can toll him that the habit leads 
to the worst of social and moral evils, to crime, i)overt3’ and disease; but 
if he replies he knows best, what right have wo to impose upon him a 
code of our own? There are degrees and varieties of evils and, after all, 
vice is onl5’ virtue in excelsis. There are people with whom alcoholic 
liquor is of daily use and who have all the same kept as good morals as the 
total abstainer, and there is Jio reason wh 5 ’ their action should be condemned 
by those who are victims to vices of a more debasing kind. If it is thought 
expedient for the State to meddle with articles of consumption, not for 
the purposes of revenue, but for certain ulterior purposes, where do wo 
stop? Will it not be giving a premium for State intei-ference in habits 
of life and human conduct which perchance may look wicked and bad, 
but are really innocent and not so dangerous as they seem? After all. 
Iibert5’ is not an end in itself, but a means to the comfort, happiness and 
onjoyjnent of all social benefits Avhich society confers on the individuals 
thereof. But extended restraints which prohibition, for example con- 
templates b5’ the employment of the power of the State, ma5’ kill the ver5 
benefits which they seek to secure. Y'ou can no more make a* man moral by 
an act of Parliament than keep a woman chaste by locking her up in a 
zenana. Over-zealous advocates of prohibition will have therefore to see 
whether State interference is just means of getting rid of the drink evil, 
and whether it would not have a hotter and safer foundation on the faiths 
and beliefs of tho people, the moral eonscionsness that comes of individual 
conviction. 

yii - m 
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Considerations like these make it ndvisablo to avoid an aggressive 
advocacy of compulsion by State. That the addiction to_ the drink habit is 
Ti'ith many an evil cannot bo denied, and the more legitimate and proper 
function of the State mould bo to restrict the use as much as possible by 
\va 3 ' of help to the tomporance reformer, than totall.y prohibit it by moans 
of a legislative enactment. State help can at best bo an adjunct to individual 
etfort instead of the propelling force to put the evil dovm. There are tmo 
feirther difficulties mhich stand in the waj' of compulsion that seem to be 
ignored by prohibitionists. There are those on mliom religion docs not 
impose a bar to the use of alcoholic liquons and v/ho are habituated to it by 
long usage. An increasing number of foreigners mho may temporarily 
sojourn hero have their mnnts to bo satisfied, and you cannot toll them, 
“You are not manted here unless j-ou keep dry”. Tf you license vendor.s 
for their benefit, .you cannot jirovcnt others from taking advantage of it. 
Again, the loss intoxicating varieties of drinks are easy of illicit manufacture 
and hard of detection. Even nom one comes across a number of instances 
mhoro tree-tapping on a more extended scale than the Abkari department 
is officially’ amaro of is midoly prnciisod. A more vigilant army of officers 
mill have to bo told off to match illicit manufacturer ‘Whereas there is a 
certain chance of revenue being lost by prohibition, there is no similar 
chance of eradicating the evil outright. The consumption nom confined to 
the shop may bo carried to the hearth; and you cannot keep every honsohold 
under snrvoillance. ‘Wlicthor it mill not nliimaloly lead to v’holcsalo cor- 
ruption and domornlisation is a matter mhich does not deserve to ho lightlj’ 
brushed aside. TIio vast territorial area that mill have to bo gnaj’dcd, tbo 
extent to mhich tlio evil has spread among the poojilo, the easo mith mhich 
country spirits admit of illicit mannfactnro and move than all' the co- 
operation among many of the licensees in villages to keep domn the price 
of vend, render impossihlo an ofTcctivc application by State of its pernor 
to enforce proliibition by such expedients. The classic instance, mhich 
kfcCulloh gives as to horn high rates led to frandnlcnt evasion hy tmo 
enterprising distillers mho discovered a nom process of mannfactnro. ought 
not to bo forgotten as to horn human ingenuity mill try to evade any 
lam, mhich has not the moral sanction of the people, for mhoso benefit it is 
devised. 

The poliev of the Government has boon defined long since. They 
declare that thev have no desire to interfere mith the habits of those mho 
use alcohol in moderation. That is regarded hy them ns outside the duty 
of Government, and they hold it necessary to make duo provision for tlie 
needs of such persons. Their settled poUcv. homovor, is to minimise 
temptation to those mho do not drink and to discourage excess among those 
mbo dn : and to the fnrthovance of this policy’ thc^’ .agree that all con- 
.sideTationa of revenue must be nl’solntoly .subordinated. ,Tbis is as far as the 
State can bo expected to go. Tbev do not oppose prohibition ns such, ns it 
is open oven to Iboso mho use alcohol in modor.ation to give it n;). They 
go, homover, farther than those mho mould limit inteiTorcnco only to the 
extent of raising the maximum revenno leaving the nltcvior object to he 
realised as a sribsidiaiy result. Thov oven contomtilato a state of things 
mhon tho revenue can ho ahnndonod. if ahstinonco can ho enforced hv 
throming impediments in tho mav of snnply. Tn a recent resolution, thoj' 
lav domn tho manner in mhich the ohicct can ho realised thus: “The most 
effective method of furthering this policy’ is to innko the ,tax_ upon liquor 
ns high as it is possible, to rni.se it mithout stimul.oting illicit production 
to a degroo, mbich monlo incronsc in.stcad of diminisbing the total consump- 
tion, and mithout driving ncnplo to snhslitnt.o deleterious drugs for alcohol. 
Snbicct to the same con sir! ovation the number of liquor shops slmnkl ho 
restricted as far as possible and their location should ho periodically 
subject to strict examination mith a viem to minimise tho temptation 
to drink and to conform as far as it is reasonable to public 
opinion”. Tbe poliev and tho method of carrying it out are admirably lain 
domn ; but tbe proof of tho pudding is in the eating of it. The duty has 
been periodicall.v raised ns mnoh b^’ tbe compelling needs of fin.nnco as in 
genuine pursuance of tho noliev; but a similar Konl in adopting otber 
measures bas not been disclosed. There lias not been an appreciable 
rodnet’on in the nurahor of Hconses issued, in tho quanlitv consumed nr in 
the nnmher of neonlo mho consume them ; uor has auv indication been shomn 
to consult local feeling in tho m.attcr of location of shops. A courageous 
policy of effoctivo control is nomhoro initiated; at best there has been a fitful 
effort at tinkering yith recognised methods of reform, mhen public pressure 
is strongest. 
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Tho only aiternaiive to the present sj-siem of semi-monopoly that has 
taken the field is local option; but it is doubtful if that alone is calculated 
to achieve the object the State and the subjects have both in common. 
So long as the excise department was in the hands of an alien administra- 
tion, a bold policy might have been misconstrued by the consumer; at all 
events, tho Government might have thought it open to such misconstruction. 
If the ministr,y is not an extended wing of an immovable bxireaucracy, 
a definite policy of comiilcte monopoly of the distillation and the sale of 
liquor could have been boldly adopted and vigilantly imrsued; and one does 
not knoxv if an3’thing short of .such a monoiiolj" could acliievo tho object. 
Ci'hat such a monopoly is feasible does not seem to admit of doubt. It 
should certainly be possible to manufacture in some suitable place or places 
tho requisite quantity of liquor now manufactured by so many licensees ni 
their distilleries and at a cheaper price. Having assumed complete control 
of distillation, they can regulate the- supply, and by so adjusting the prices 
graduallj’ and progressivelj*, make it imiiossiblc for those except tlie rich to 
avail themselves of its use. Tho price may have to bo varied and revised 
in response to the economic condition of the consumer. _ For that end. it is 
needful IhaT} there is one central department, xvhich xvill bo in sole charge 
of tho manufacture of alcoholic liquor and its suppl.y at a fixed price and 
watch the effect of the iiolicj' on tho consumer. Whether a single factory 
or a number of factories ma3’ bo needed to satisfy the needs of the countiy 
may best be decided in consultation xvith those who arc in tho trade; but 
even if there should be a number of .such factories, it is desirable that the 
Government should assume complete control of production and that is liest 
done bj' ilie Central Government. A single and undivided authoritj' will bo 
better able to ivatch and regulate supply with a view to gradual reduction 
and ultimate extinction of the drink traffic than a number of administrators, 
who in their anxict3' to rescue the finances of their province from paralstsis 
manage to forget the health and morals of those, whose interests they are 
called upon to safeguard. So Jong as the excise happens to be a growing 
source of revenue with provincial administrations, so long will they fail to 
respond to popular opinion in the matter or effect a radical cure of the 
evil. 

The next step that is desirable to take, after complete assumption of 
monopolist production and manufacture of alcoholic liquor, is to leave tljo 
question of distribution entirely into tho hands of local boards niul 
municipalities. Tho right to vend, locate and sell them must be left to 
their unfettered supervision, management and control. Tliese bodies, even 
under their present unsatisfactory constitution, ma3' ho said to be in closer 
touch with tho people and have a better and clearer idea of the needs of 
their localities than any other official body than can be thought of, and 
they have a sense of responsibility which popular advisoiw councils mav 
not be expected to possess. And in order to make their responsibilities 
keener and more onerous, a. definite share of tho revenue or what is better, 
the fees for vend, should he assigned for local purposes. This will give rise 
uocessaril3’^ to a conflict of ideals, the ideal of prohibition and the ideal of 
effecting social improvements for which tho3' ‘'’•I'e brought into existence. 
The result is likely to be an effective control of the drink traffic b3^ the 
representatives of tho ' people who know their needs, and whose opinions 
may generally ho expected to echo tho popular will. If the local bodies 
desire to increase their revenue, it is open to them to extend tho number of 
shops or relax the houivs of suppl3'; if the3' desire to prohibit by slow 
degrees, they can cnrefnll3' note the wa3’’ in which that can ho done. 
Eitlier way, the3' will reflect the view of the consumer and of the general 
public; and assnredl3- they are better spokesmen than the perplexed Minis' or 
asphyxiated between two opinions, one for vote-catching and . another for 
ofiico-ruuning. Tliese two measures taken simitltaneonsl3'- promise to secure 
the realisation of the fundamental poHc3' of the excise revenue, the minimum 
of consumption and the maximum of revenue. 

2. 6 'aJL 

Another article which might well be llie monopol3’ of State is salt. 
Reference has alroad3^ been inado_ to the incidence of the dut3- on the c.in- 
sumer and its effect on consumptiop. The economic aspect of tho duty has 
of late been obscured by political dissensions and a reasoned discussion of its 
merits has been wanting. _ It is inifortnnatc that Sir Basil Blackett is partly 
responsible for it. Till Sir William Me5-er was forced to increase tho duty 
by four annas a mannd as a war ineasin-o, it was fixed at a rupee which was 
eight times tho cost of its mannfacturo. Sir James j\ieston, and Sir Malcolm 



40B 


idailey in tlie earlier years of liis regime did not feel called upon t6 
increase the duty. When the latter proxjosed to double it in IP22, tlio xn’o- 
posal was vetoed by the Legislative Assembly. The Finance Department has 
aijparently nursed the insult, and when Sir Basil Blackett assumed charge, 
he renewed the proposal the Assomblj- had thrown out the year bctorc. 
The Assemblj’ stuck to its guns and the Viceroy certified the increased duty 
as being “essential for the interest of Britisli India”. Cheaper salt could 
possibly Jiavo disturbed the repose of easy-going financiers; but how it could 
have iiniierilled the “interests of British India” is not clear. In 1924 when 
there was a surjilus partlj’ duo to the enhanced salt duty Sir, Basil Blackett 
introduced the red herring of provincial contributions across the trail; but 
tho Assembly voted lor reduction of the duty to Bs. 1-4-0 a maund. This 
year again a proposal was made to reduce it by another four annas; but the 
Finance IMomber raised a Frankenstein in the annihilation of remissions in 
provincial conti-ibutions. Thoughtle.ss legislators both in tho Assembly and 
olsoivhore succumbed to his threat and tho vote lemains not as a considered 
pronouncement on the duty but as a dishonourable surrender to tho bribe, 
which in the shape of remission of i)rovincial contributions, the Finance 
Member preferred to greedy administrators. 

Tt is not proposed to enter into a discussion as to tho comimrativc merits 
bctiveen reduction of provincial contributions and of tho salt tax or oven 
of tho excise duties on cotton manufactui'es. I'he challenge is thrown out if 
the removal of cotton excise duties, or even a reduction of tho salt tax cau 
bo guaranteed to reach tho consumer. One may not be positive about it. 
But even a casual accxuaintanco with tho financial acumen displayed by both 
the reserved and transferred sections of tho Government till now makes one 
sceptic as to tho benefits of a reduction in provincial contributions reaching 
those Avhom tho salt duty and the excise on cotton manufactures penalise. 
If tho remissions just enable them to pay oft tho deficits of tho last two or 
three years, it is as much as they couid feel thanklul for. That, of course, 
is by tho way. Salt being a commodity of universal consumption, the 
elasticity of whoso demand is not proportionate to tho ability of the con- 
suraor, it is a specially regressive measuro of taxation. The poor arc hit by 
it more than tlio rich. In tho consumption of 1 ciuor there is an element of 
caiiacity or surplus wage which can be appropidatcd liy the vStato without hurt 
to the consumer. The same cannot bo said of tho consumption of lalt. 
The justification of this measure, ns .stated long ago liy tho Duke of Argylo, 
was that “it is impossible in any country to roach tho masses of tho popula- 
tion bj' direct tuxes. If they are to contribute at all to the expenditure of 
the State, it must bo through taxes, levied upon some articles of universal 
consumption. There is no other article in India answering this description 
upon which any tax is levied. It appears to bo the only one which,- at 
present, in that country, can occujiy tho place which is held in our financial 
system by tho great articles of consumption for which a largo part of the 
imperial revenue is derived”. The noblo Duke forgot that salt is not con- 
sumed as such^ but is usually cooked in India with articles of food, every 
one of which is charged, and that heavily. Being ncccssarilj’ a regi’cssive 
tax, it is as well that tho aim of tho State is, as Sir John Strachoy pointed 
out, to gWe tho people tlio means of obtaining “with the least possible in- 
convenience and at tho cheapest rate consistent with financial noce.ssitios_ a 
supjily of salt, tho quantity of which should bo limited only by tho capacity 
of the people for consumption”. That is tho te.st with which the duty on 
salt may well be judged and, if so, even a rate of one rupee per maund would 
bo found to bo too high. And it is easy to arrive at tho normal rate, by 
adopting that at which tho maximum of consumption is reached without 
avoidable waste. 

But salt is not used merely for human consumption ; it serves as manuro 
for agricultural purposes and" as food for cattlo. In order to meet such 
demands it is needful that it is made available with as little cost as iiossi- 
blo. In France salt required for cattlo food, iireparation of manure or im- 
provement of tho soil is free of tax if it is denatured by one or other of tho 
prescribed modes. Cultivators in India are generally unaware of the process 
of denaturing or even of the_ applica,tion of denatured salt for agricultural 
purijoses. The use of artificial fertilisers is not much in common. They 
have first got to be educated in the uses to which denatured salt may bo 
put, and it is obvious that tho Government must bo i)i‘oi)ared to sui^ply 
deiiatuve'd salt in proportion as tho demand for it is appreciated and made. 
This alone would have justified tho conversion of tho salt iiulustrj' into a 
complete monopoly of the State; but if for human consumption it can be 
.cheaply manufactured, tho monopoly' of State cajinot bo objected to on any 



economic ground. Among the objoclions to i)ieceineal reduction of tlie salt 
duty is the fear that miadlemen and contractors would eat away the proht 
and not allow it to filter through to the consumer. A complete monopoly 
of manufacture and tale in depots in all district centres, tiie retail vendors 
being proliibited from selling above a hxed price in the interioi- — subject to 
the penalty of their license being cancelled — would be more economical than 
the present system which has failed even to preserve the Indian market for 
home-made salt. Of a tr.fle of over 9 crores of revenue from excise and 
customs, nearly 25 per cent is raised bj’ tiie duty on the imported article. 
Liverpool is in a position to pay ireight and other incidental charges in 
marketing the article at such distant places as Bengal and Burma. Although 
tho price is the same, the imported variety seems to be purer, and that 
accounts for the prelercnce of Bengal to foreign salt. A protective duty can 
only enhance the price of both tho imported and local salt. What is required 
is tho estalilishment of factories for large scale production, and if the Govern- 
ment take over and improve their existing factories in order that the 
requisite quantity of salt may be manufactured by them and sold to the 
people at a reasonably moderate price, the example of other countries would 
have given to them a practical justification of their conduct. 

New T.ix Pkoposaes. 

.a number of new proposals have been made of late as to tlic additional 
sources of revenue tiiat will nave to be tapped in the event of tlie exisiing 
ones proving inadequate or undesirable. »ome of tHem are purely laiicy 
taxes, a desparate attempt to hnd a remedy lor fanancial ills; otners nave 
the sanction of successiul operation etsewiiere. Among tlie more raucy 
taxes are those on dowries, marriages, entertainments and domestic servants. 
A tax on ciowries will he evaaed ; but one on marriages may give a decent 
return; only the principle of taxing them is to be lound in the counter- 
part of taxing bacueiors. A more appropriate metiiod would be to tax tho 
ricn tor not rearing large families and the poor for doing so. An enter- 
tainment tax may bring in some revenuo to important- municipal corfiora- 
tions; but tJie people generally are not a nation of play-goers. It may not 
uo worth the cost of collection. As tor a tax on domestic servants, though it 
has the reputation of being recommended by the high authority cf 
Dr. Marshall, it is not true in India, as is the case in the United Jiingdoin, 
chat every eighth adult male or female is a domestic servant. Here again, 
the proceeds maj' not bo worth the trouble of collecting. A tax on motor 
cats and bicycles is also suggested; but they already pay both recurring and 
non-recurring charges. On arrival they pay a customs duty of 30 per cent, 
and after arrival the toll for local boards, and a license fee for municipalities. 
Armorial bearings do not seem to be much cn. evidence; and in their place 
perhaps, a tax on titles may be recommended. A tax on betting would oe 
giving fiscal _ recognition to an exotic vice, and one would gladly make it 
penal if possible. A tax on advertisements is approved by Sir Josiah Stamp; 
but it might in all likelihood kill newspaper enterprise, not financially very 
sound propositions' oven now. Auction sales may bring in some revenue if 
the inheritance taxes arc introduced; otherwise they may not pay the 
license fee. A tax on club subscriptions would be specially welcomed by 
worried secretaries, if the tax-gatherer would kindly collect them on their 
behalf; else it will be only added to tho arrear list. Such taxes, however, are 
legion, and they show the fortility of the brain and are based on no sound 
fiscal principle, 

Tho more important taxes are a universal duty on inhabited houses on 
tho ornier and a universal income-tax embracing every income or, which is 
the same thing, a poll tax on every earning member of the family. Their 
counterparts in France were tho pcrsonci mohilhr. The personal tax was 
due from every citizen in France and evei-y foreigner enjoying civil rights 
and_ not indigent. The mohiUer was assessed according to tho rental value 
of inhabited houses. Both of them wore apportioned taxes raised from 
each commune, tho tax-payers being first assessed for the personal tax accord- 
ing to the rates fixed for the value of a day’s labour, and when the assess- 
ment fell short of the entire amount of tho communer’s quota, the balance 
being assessed upon the tax-payors according to the rental value of the 
dwellings they occupied. Leroy Beaulieu supported these taxes on the 
ground -that a moderate tax ’’would dispense with indirect taxes upon such 
a necessity as salt; would make tho people feel tliat tho payment of a tax 
IS a necessary accompaniment of the enjoyment of civil rights and would 
teach them that the Government can collect directly from the labourinc: 
classes at least a part of their share in the expenses of tho State” Such a 
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I'omiuder is iioliticallj’ necessary in all countries clauiounng for democratic 
institutions. Jllven without that, the taxes, can bo justilicd. In this country 
municipal coi’iioration levy a house tax on the owner which is usually 
slniteu on to tiie occupier; and wiiere tiiero is no urisk traue in liouso- 
buuaiiig, a part of the nouse tax will continue to bo paid by tno occuiner. 
in rural areas, iiowever, there is likely to bo no sucli ailhculty. They also 
levy a prolession tax on a presumptive income which lias only got to be 
extended tlirougliout the local board areas, its agriculturists pay an occupa- 
tion tax, it maj' not bo that a decent sum can be collected from otnor 
professions which are strictly Lmited; but every non-puttadar may legiti- 
mately bo assessed to a moaorato .sum if he is not iiictigoiit. This being in 
the nature ot a personal tax, those who pay a business tax or an income-tax 
inaj' be exemiited. These two taxes may safely be recoiiimondccl if not in 
substitution, at least in iiarlial remission, of the various petty cesses, on 
land for the relief^ of local boards. A moderate rate levied and collected 
for village roads, village sanitation and primary education may not provoke 
much hostiliti', if the funds are .special.y carinai’kod. for them and admini- 
stered with scrupulous care. The iSfational 'lax Association of Chicago, which 
considered a plan of model system of State and local taxation,’ recommended 
instead a property tax and a personal income-tax, taxed not objectively as 
incomes, but as elements determining the taxable ability of the persons who- 
receive them. Such a tax worked successfully in Wisconsin and Jlassachusetts 
and met with popular favour. TJio house tax and the profession tax are 
eriually successfully in force within municipal areas in tliis countrj", .and 
their extension to rural parts is likely to offer, tlie line of .least resistance. 

The business tax is a necessary comiilomont of the two taxes on property 
and personal incomes in tlio United btatos, and they have been in lorco' 
since the iievolution in I'h-aucc, and also in Trussia. The distinguishing 
feature of these taxes in Europe was their extreme moderation, being ubouc 
one per cent in Prussia on the earnings. In i’Tanco the tax is levied accord- 
ing to tue ability ot tlie various' groups into which they aro divided, the rates 
ill some larger communes being heavioi'. Tlie businesses were classiiied in 
Prussia luuior lour heads, the basis being the annual earnings of tlie capital, 
and the tax was graduated witii rorereiico to the esiinmted earnings. In 
many of the States in America, the taxes were levied as a privilege-license, 
and one State is said to have issued a iuiiutred and uiueieeu licenses as a 
condition precedent to the transaction ol any business. There are a num- 
ber of such .taxes oven in this country, the most prominent being a tax 
on the legal profession or for sale of liquor. ISaturally the smallest busi- 
nesses may have to bo exempted, those, lor example, wiiicli will not pay a 
minimum of two rupees per annum. Obviously such a tax would be a pro- 
portional one and justilied on the benefit principle as a fee for fran- 
chise. But the progressive principle is defended on the ground 
that it is the only true way of reaching greater ability on the “production” . 
side of woaltli. The American model is a steoxily graduated tax, whoso 
object is to produce the dynamic olfect of checking business iirofits assuming 
the chai-actor of “profiteering”. It was on the same principle that the 
excess profits dutj’ was levied for a j’oar in this countr 3 -, and subsequonth' 
abandoned. The growth of large businesses witli corresponding large profits 
are believed to have a special faculty wliich must bo taxed on a progressive 
scale. But viewed as a business expense, a condition precedent for the 
making of profit, a moderate lovj' on the benefit principle wopld be the only 
economic justification for it. 

The corporation tax is a common feature of the tax sj-stein in the United 
Kingdom and Statc.s in America, and though there are various methods of 
ievjdng them, especially on public service coriioralions and on banks, _ thej’ 
are iuvkriabl.v regarded qs a tax on franchise. Corporations are saicl to 
have a siiecial ability by reason of tlio capital they command, their limited 
liabilitj' and other privileges they onjo.v and they have been taxed_ accord- 
inglj'. In the United States, the rate.s have boon based upon what is called 
the “coriiorate excess”, which is the difference between the market value of 
the stocks, bonds and’ other tangible propertj", called the “true value of the 
corporate franchise” and the value of the property which might have paid 
taxation elsewhere, as in a noighhouriiig State to which its operations might 
extend. Public service corporations are gonerall.v taxed on their gross-oarii- 
ings, though ad valore7n, net earnings and capitalisation bases have also 
beeii_ used. Such corporations are not likelj' to pay any good dividend to 
public revenues in this country as the railroads and telegraphs are _Govern- 
-iiient assets. But the telephone companies, banks, insurance companies, and 
a number of mining and manufactiu-ing companies registered within this 
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country or outside and yet doing business hero may very profitably bo taxed 
on their capital stock. These stocks have all of them a market value and are 
quoted in the share-mai-kot. There should be no administrative difficulty, 
and. it should bo possible to linow accurately the true corporate excess or 
evei'y corporation annually and. subject to deductions for local taxation, if a 
fairly moderato tax is levied, it might bring in a decent revenue. Most of 
the corporation, ^ have their stock and share values considerably enhanced, 
and even as a tax on increment value it would be amply justified. But we 
need not go so far to find an economic justification for it. Property is legiti- 
mate source of taxation and this kind of property is as legitimate a source 
as any other. If corporations are to be taxed fully and fairly, there will 
be no business tax and the stock-holders and bond-holders will also bo 
entitled to exemption from income-tax on that portion of the stock which 
has paid corporation tax to avoid dotible taxation. 

The principle underlying these taxes are twofold ; first, that every indivi- 
dual must pay a tax according to his ability, and second, that the basis of 
all taxation is,, income. Land, business and stocks and shares are only so 
many indicia of taxable wealth; ultima.tely the tax is paid by the person on 
his income. Principles of justice require that all sources of income must be 
equally taxed, though perfect equality may be unattainable. The present 
system of taxation presses unduly upon land_ and upon the poor, and any 
measure of tax reform must first start with giving relief to these. Wliereas 
a considerable portion of provincial taxation falls upon land, the entire 
burden of local taxation falls upon it. The surcharge of 12} per cent in 
the name of various cesses has got to be relieved, and in its place, a tax 
on inhabited houses and a personal tax on every individu.al not paying 
land tax should be unobjectionable. The universal inhabited house duty 
has been abolished in England, and a personal tax partakes of the character 
of capitation tax._ But viewed in the light of a tax on professions, apart 
from business, it is not a strange device. These two taxes with the charge 
for vend of intoxicating liquor and deletei-ious drugs must be sufficient substi- 
tutes for the cesses. The business tax is onlj' an extension of the personal 
iax. and it is not sought to be confined to profits arising out of it. It is 
only regarded as a tax for a franchise on the total earnings, a flat rale 
whether there is a realised profit or not. It must be regarded as a business 
expense, and if the business yields a taxable income, an abatement may be 
miide for the business tax paid. This t.ax has got to bt. distinguished from 
the business profits tax which is liable for income-tax under Schedule D in 
the Lnited Kingdom, or from that in the United States where a graduated 
scale is enforced with an ulterior purpose. The corporation tax is only a 
business tax in another form affecting an aggregate of persons. This also 
has got to be distinguished from the corporation profits duty, which was in 
force for a few years in the United Kingdom and abolished since 1924. But 
from the business tax it would differ in this respect that, whereas the 
-former would be a tax on total earnings, the latter would be a tax on the 
market value of the .stock and all as.sets of the corporation, except real 
property which might have already paid a tax. These taxes would, to a 
great extent, shift the burden to a class of people who now escape direct 
taxation altogether. 

• It mav be confessed that nothing can be predicted with certainty as to 
the possible chances of shifting of these taxes to other shoulders or their 
economic effects on society. A small duty on inhabited houses cannot have 
any economic disadvantage, if houses of little value are exempted. This 
along with the personal or occup.ation tax violates^ the first maxim of Adam 
Srnith, But it ma 3 ' be observed that, direct duties such as these, even if 
they go the length of m.aking labour inefficient, are preferable to the esses 
on land and a lot of indirect taxes which the labourer pays, and which are 
the clumsiest sources ^f raising revenue in anv scheme of intelligent taxation. 
The labourer may shift to the employer a portion of the duty or curtail a 
portion of his expenditure; it will depend upon their relative strength. The 
business tax regarded as a business expense may be shifted to the con.sumer. 
The extent of shifting mainly relies upon the presence or absence of a pom- 
bine between producers or distributors. If there is a combination, it is 
more than likely that thev will nass it on to the consumer in increased Prices. 
In the absence of such a comb'ne, competitive preo may force it to stick to 
where it has fallen. Of the corporation taxes, however, it may bp urged that 
it is only a proper attempt to attack for revenue a source which can very 
safely and without any injury to society pay its due share. It is as -much _ a 
“surplus”, in, the Hobsonian souse, as the rent on agricultural land which 
comes in for a periodical revision or enhancement of its rate. 
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Local Tax^viiox. 

A much neglected field of Indian administration are the loeal bodies. 
The District Boards and municipalities are weakest in point of their financial 
stability and the onerous nature of their work, are starved for lack of funds. 
The Local Governments have been keeping them too much in their leading 
strings, but it is not true that the sort of control they now keep is good 
either for them or for the local bodies. • It will not be denied that the 
experiment of Local Self-Government has not proved as great a success us 
one might wish for it, and_ that the best of loeal talent and patriotism 
is not devoted to its service. The political subordination which they 
enjoy may partially account for the lack of inunicipal enthusiasm; but a 
sense of civic virtue and independence js growing which must he exploited 
by placing these institutions on a satisfactory financial basis. The local 
boards largeij' depend for their i-evenue upon the land cess which amouni.s 
to two annas in the rupee on the land revenue. The municipal corporations 
also depend on real property for their resources, though a few license fees 
and taxes on professions supplement them. These are found to be insufBcieni, 
in practically everj' local body and the occasional doles, which provincial 
Governments favour them with, are too erratic to be relied upon to meet the 
demands of the onerous and beneficial services appropriate for them to 
undertake. The system of doles is too common a feature with most countries 
where local bodies have strongly entrenched themselves upon a highly efficient 
people to be given up in this country where civic conscience is just beginning 
to develop; hut a financial S 5 'stem ought to he devised, whereby they will 
not look to outside help, biit content themselves with meeting their expenses 
out of their own revenues. 

It is undoubtedly true that, as at pi-esent constituted, local bodies cannot 
efficiently undertake national or onerous services such as a widespread scheme 
of primary education, public health or medical relief; but one may well 
demur to the proposition that it is only by means of grants-in-aid from 
the general revenues that tney can be financed. If the services may appro- 
priately be managed by them, it is ns well to give them such sources of 
revenue as may enable them to carry on the work entrusted to them. 
A haphazard scheme and occasional doles ma}’^ not lead to_ economy or 
efficiency. The important duty of keeping the main roads, which are either 
the trunk roads or the arteries of the trunk roads, of immense strategic 
value, in proper repair, is left with the District Boards, and there is no reason 
wliv a source of revenue which may be of an imperial character may not bo 
assigned in part to meet the cost thereof. Of course, extraordinary expense.^ 
may have to be mot by capital expenditure or by special grants ; but w;h6r3 
the services arc of a recurring character, periodical doles have a demoralising 
effect upon everyone concerned. It should be in the be_st_ interests of civic 
administration if the need for grants is reduced to a minimum and sources 
of revenue are assigned to local bodies, wdiich in ordinary years may be 
expected to meet all recurring and essential demands. The ignoring of this 
fundamental principle has been responsible for the hopelessly inefficient 
manner in which their work is being performed. There aiipears apparently 
to be a conflict between two feelings which account for this unfortunate 
state of things. There is the feeling that there is not such a stimulus in the 
administration of onerous services as education, sanitation and road main- 
tenance among the people, which would secure a minimum of efficiency; 
and there is also the feeling that the Government providing the funds- 
should retain sufficient control over the expenditure of the grant, which 
would bo against the spirit of Local Self-Government. The first has no 
foundation in fact; the second is purely sentimental. The result is the 
under-financing of the local bodies. 

This is_ due to the notion that Government interference in local 
administration mu.St be strictly regulated by their financial assistance. But 
in the interests of Local Self-Government itself a kindly and critical co- 
operation ought to he welcomed in place of officious interference. Local 
bodies can no more mortgage their liberties to official doles than the 
Government can surrender their undoiihted right of control to a political 
shibboleth. _ Either action ought to he considered on its own merits. The 
.strict administration of public finance i.s a matter wdiich is not merely the 
direct concern of local bodies hut of the State as well, and the annual 
independent audit of local and municipal finance, dulv published with 
appropriate rernarks of the executive head of the respon.sible local bodies is 
one of the effective _wa-vs of enforcing the control which the Government owe to 
their subjects. It is the pigeon-holing of the audit reports and the inefficient 
supervision over the steps that may or may not be taken in response to their 
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criticism, tliat account for a good part of demoralisation of civic administra- 
tion where it exists. If the State is lucky in the possession of efficient students 
of public finance in charge of the local and nnxnicipal administration depart- 
ment, imbued with true spirit of civic freedom, they can certainly guide 
and control the destinies of these bodies throughout the year by helpful 
suggestions in removing doubts where they are felt and clearing obstacles 
where they are found. That would he a proper function of Government;. 
The grant would be considered and dealt with on its own merits. Its 
appropriation is no more their special look-out than of any other item of 
budgetary grant. While tlie indirect control through the independent 
audit would create a zealous watchfulness on the part of the local bodies as 
to their financial condition, it would also save the Government as time 
advances a lot of petty interferences in matters of administrative detail. 
Local Self-Government ought not to degenerate into local despotisms; 
Init it is equally essential that it oiiglit not to become a branch office of a 
centralised bureaucracy. Fmancial control limited to the extent of financial 
assistance can only lead to it. 

The question then is how to luake these bodies self-sufficient. So far as 
the local boards are concerned, it has already been .suggested that one of 
their principal source of revenue must bo the fee for vend of intoxic.ating 
liquor and all deleterious drugs. The .sy.steni of giving direct relief to local 
bodies from excise and from beer and spirit duties is common in the United 
Kingdom, and in the United States they arc subjects of State and local 
taxation. For the purpose of preventing disease, poverty and ignorance 
caused Iiy excessive drinking it is also fair that the exbise revenue should 
I)ay its ijroper _ quota. The abolition of the land cess will certainly create 
a void, and in its place is recommended the imposition of an inhabited house 
duty and an occupation tax on non-agriculturists.' Tt is not possible to 
estimate what they may bring, but the j’ield cannot imssibly be less than the 
heavj’’ surcharge on land i-ovonue. These three sources of revenue must 
suffice along until the fees for tolls, ferries, markets, fairs and sundry other 
things which are already in the list of taxes. None of these sources may 
show automatic diminution or unexpected contraction till perhaps prohi- 
bition takes firmer root than now, a contingencj^ whicli maj’ not be immediate. 
And even if it was, the increased sobriety and savings of labour may be 
expected to give a stimulus to more efficient work and greater earning 
power of tile worker. In that way, the house tax, and more especially 
the occupation tax, maj’ yield a larger revenue. And when these are fully 
and fairly taxed, and only then, udll there arise some justification for the 
restoration of a small ccss on land. 

The revenue of municipal liodics is raised on houses and on professions. 
The tax on houses and land is levied on the annual rental value, and Mio 
latter especially pays double taxation. Why this double assessment is 
maintained is explicable on no rational ground. One of them, it stands 
to I'oason, should certainly bo remitted. As there is no si^ccial benefit derived 
by land remaining within municipal limits, iminicipal taxation must bo 
abandoned. In most of the municipalities there is no exemption Jimit 
for house tax, and when a universal house duty is recommended 'for local 
boards, no exemption can bo made within municipal areas, as hoiise in-oporby 
is likely to derive a more tangible benefit from municipal outlay. If the 
valuation is fairly and fully made and revised every five years by competent 
assessors, municipal revenue will stand much to gain by it. In most cities 
house-bites are owned by the house-owner himself, 'and ground-value cannot 
be taxed separatelj". A quinquennial revision will certainly take note of 
the -enhanced value of both the site and the building and in this way the 
unearned increment can be reached. A tax on transfers would affect the 
seller and depress the value of his propertj' which is not advisable. But in 
fixing the rental value of the house, the sale price ought to be taken note of. 
As has been stated already, tne house tax falls in the main on the occupier, 
and it is believed that it can ])e relieved against by legislative protection. 
It is ignoring the fundamental law of demand and supply. If the tax is to 
be credited iji favour of the owner, there is nothing to prevent him from 
enhancing the rent. There are two conditions under which it is possible 
to defeat the greed of the house-owner. First, the house must be fully 
assessed; and second, the occupier mu.st pay the full rent. If these two 
conditions are satisfied, legislative protection can beneficially be extended 
to the occupier. Otherwise, it would bo the occupier who will eventually 
suffer. The business tax, udiich is the counterpart of the occupation tax in 
rural areas, as a substitute to the ' profession tax, will ijay its due share 
VII- 60 
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if proper]^' assessed. TJie ivorsfc of profession tax at i>reseui is that ib is 
levied in a haphazard way, and many persons escape from it who ought to 
get into its meshes. 

Finance being tho most essential feature of local administratioUj the 
question of fair and proper rating is one of supreme importance. In respect 
of the local boards, no special difficulty arises, and it will have to be 
done as now bj’ tho revenue depai'tment. Tho local boards being only 
agencies to expend certain moneys for certain services, they have not 
maintained a separate staff for the assessment of any tax. But in munici- 
palities the assessment is made by the councils themselves, guided in their 
work by their own subordinate officers, ff’ho .system requii-es to be brought 
in consonance with that obtaining in the si.stor bodies, and the assessing 
officers ought to bo a body apart from the councils and their staffs. It Avould 
be helpful if an independent board of assessors can be created for tho 
purpose of making tho original asse.s.smont who will not be beholden to the 
assessees for their prospective votes. Elsewhere, for the administration of 
income-taxes, the suggestion is made for tho appointment of a small bodj’ 
of honorary tax commissioners as a court of final appeal against the assess- 
ment of the revenite officei's. And in order to make Local Self-Government 
a reality, a reverse process would bo better by entrusting the original 
assessment to a body of assessors, the light of ajipeal therefrom being_ left 
to the municipal bodies at their ordinary meetings, so that duo publicity 
may be given in cases of reduction or enhancement. It is surmised that 
there will not be full-timed work for these assessors, as they will have to 
revise the valuation of houses once in five yeai-s, thoiigh of course tho 
business tax will be' revised every year. A system by which the classes are 
divided in Prussia and assessed by a lyhole body of tax-payers _mny be 
tried with some advantage. It is possible that the assessoi’s might co- 
operate and underassess, as the official asso.ssors are said to do in the 
United States^ but such matters will have to be done by somebodj', and if a 
non-official board of assessors could be created apart from the councils, the 
experiment is worth a trial. If one .such could not bo formed successfully, 
of course, an oilicial body will have to be created to do the work, the 
councils setting themselves up only as revising authorities over them. 

It is obvious from what has been stated above that there is no 
essential difference between national or onerous services on the one hand and 
local or _ beneficial services on the other, which would afford a basis for 
differential taxation. The distinction is one without a difference. It might 
have been possible to draw a line of demarcation at a time when the village 
was separated by long distance and inaccessible; Inrt the modern town 
extends outwards and has a tendency to merge into tho adjacent ^^llages. 
The one reacts upon tho other and is easily interchangeable. The well- 
being of the toAvn, its sanitary improvement and housing arrangements 
have a reflex action ui)on rural life, so that tho tax-payer, as a general rule, 
is interested in the officieucy and development of tho country as a whole 
and not by parts. It will bo difficult therefore, to divide taxes into two 
categories — one peculiarly suitable for towns, and tho other for the nation 
at large. Any discrimination against i-osidcnco of urban areas may tend to 
discourage congestion and over-crowding in large cities. That might have 
its own advantages ; but lar^o cities have a place in the economic ordering 
of society, and it is as niucli fn the interest of the village folic that cities 
which are the life-centres of all national activities are maintained at their 
expense as from out the special levies on towns-men. It is on that principle 
that grants-in-aid are made by all Central -Governments to the relief of local 
expenditure and surcharges on federal or State sources of revenue are 
levied for the benefit of local bodies. The incidence of local taxation 
in India must be so regulated that it is not heavier than in rural areas. 

A .UEVIEW OF THE TaX SyBTEST. 

It is necessary to In-ing these .stray reflections to a close. Their object 
is not to indicate with scientific precision the incidence- of taxation upon 
the general tax-payer or its ultimate effect upon the economic progress of 
Society as a whole. It were vain to make such an essay. No tax system 
has ever been known to be perfect, least of all one that has been developed 
in a haphazard fashion for over half a century. Even in ■ highly 
cultivated socities all tax problems have been solved by a series of 
adjustments between competing claimants for equitable distribution. 
But here a retrospect of the past presents a less dismal appear- 
ance than the prospect of the future. A strong and incessant plea 



4?6 


for reduction of taxation is drowned in a cry for increased demand lot 
expenditure in every direction good, bad and indifferent. A bureaucratic 
system of administrative control is anxious to absorb for its services as good 
a portion of public revenue as possible, and the partial introduction of 
representative institutions has so far met with no success in limiting the 
charge of over-administration. If the melancholy truth has to be told, 
the “brown bureaucrat has proved no less wanting in a financial conscience 
than his white compeer, and the mini.sterial claim for economy and efficiency 
has not yet begun its first chapter. Where the dignity of labour is dependent 
upon the salary that is iiaid, not on the character of the labour or his sense 
ot public duty, a top-heavy administration must continue to grow more 
and more overpaid and underserved. A poor and impecunious iieoplo groaning 
under the weight of heavy and oppressive taxation have been praying for a 
load or two being taken off them,- but they remain dupes of to-morrow 
even from their cradle. Like Alice in the Wonderland everything to them 
is toiisj'-turvy. The restoration of peace brought reduced taxation and 
cheaper food to the belligerent nations; but they brought increased taxation 
and dear food to the people of this couutrj^ A finance minister gloats over 
the equalisation of the budget, but forgets that it was brought about by 
practically doubling the scale of taxation in the short space of ten years. 
There is no sign jmt of even a tenth of emergency taxation being taken off. 

The most pitiable feature of the financial situation, however, is that the 
present scale of taxation has come to be regarded as a normal one, and 
any scramble over budgetary surpluses is who can lay violent hands on them, 
and not what burden may be lifted out of them. The unedifying fight over 
the disposition of the surplus for the current year between the claims for 
a remission of provincial contributions, the reduction of the salt duty or 
removal of the cotton excise dnties, is a terrible reminder of the inequitable 
decentralisation of public finance, esjiecially after the .so-called concession of 
provincial autonomy. If the remission of provincial contributions was 
in its turn likely to be followed by a remission of emergency taxation 
at least in the provinces that got the doles, there should be some meaning in 
the fight; but this money is to be given as a sop to the Cerberus of 
transferred departments in order that a nation might be built upon the 
rums of the tax-payer. A little reflection could show that this financial 
autonomy is only another device to enliance the burden of taxation. About 
nine crores of provincial surpluses were to be transferred under the Meston 
award and the Devolution Ilules to the Imperial Government, owing to a 
re-appropriation of revenue heads between the Central and Provincial 
Governments. The reforms did not bi-ing them out of nothing to the 
provinces. It ivas only a portion of the total revenue abstracted from the 
jieople of India as a whole. But the generous patriotism of the Central 
Government promised to make good the sum to the Provincial Governments, 
not by reducing the cost of administration or any curtailment of their 
scale of expenditure, so that the burden of taxation might be the same, but 
by imposing further taxation, and thereby remit the provincial contri- 
butions in a series of years. The transaction is nothing but a flagrant 
piece of penalty which the general tax-payer is called upon to pay for the 
liberty of locking up for a good part of the year a few hundreds of patriotic 
citizens in a dozen popular legislatures. In so far as the contributions 
were to be remitted out of extra taxation, not merely financial puritjq 
but considerations of iiolitical honesty, uould require tho i-onioval of such 
taxation. But when you create ministers even as ornamental figureheads, 
you must give them some money to spend; and why care how it comes? 

The initial mistake is due to the concc])tion that there is some ucce.ssary 
and . automatic connection between the division of functions and the assign- 
ment of revenues. The controlling factor in respect of the former is 
administrative convenience and in respect of the latter is comparative 
fiscal need. The report of the late Mr. Montagu and of Lord Chelmsford, 
on the other hand, .started with the notion that admiiiLstrativo division 
required for its success financial independence. “If provincial autonomy 
is to mean anything real”, it .said, “clearly tho provinces must not be 
dependent on the Indian Government for- the means of provincial develoji- 
ment”. With tho conviction firmly settled upon them, they proceeded to 
divide the heads of revenue in a manner that would iirovide for Provincial 
Governments meeting all expenses for the development of provincial services. 
They felt that it could be done only by a re-arrangement of the resources 
which might not lead to equality; but held that though equality of treatment 
between one province aiid another must be reached as far as possible, it was 
not po.ssiblo to extend it to individual heads of revenue. Mtor discussing 
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various methods of distribution of the tax burdens, they resigned themselves 
to the acceptance of the inequality of burden which history imposed iipon 
the provinces, “because we cannot break violently with traditional standards 
of expenditure, or subject the permanently-settled provinces to financial 
pressure, which would have the practical result of forcing them to reconsider 
the permanent settlemeiit. But it is reasonable to expect that with the 
growth of provincial autonomy any inequalitj* of burdens will bo i-esented 
more strongly by the provinces on whom it falls”. They loft the matter to he 
finally decided by the first periodic commission as to the pace by which 
the more lightly taxed provinces may bo made to bring their financial 
resources up to the level of strength of the rest, commending for their 
own part the importance of provinces adjirsting their expenditure according 
to their resources, and not draiving indefinitely on more enterprising 
neighbours. 

The obvious difficulties of carrying out such a iiolicy have already been 
referred to, and it is only needful liere to reiterate the conviction that such 
financial decentralisation is not possible of achievement, unless as a price for 
political separatism, in which case, of course, the matter is init on a different 
footing. But what is of more practical importance is the sum total of tax 
burden on the people. The incidence of taxation on each _ individual must 
be proportionate to his ability irrespective of the territorial area wherein 
ho has his domicile. The Madrasee has no bu.siness to be mulcted in a heavier 
sum than the Sikh, or the Mahratta or the Baboo. Tt would be difficult to 
achieve anything like equality with a single tax-gathering administration. 
But when the payment has got to be made to two, tlie difficulties are likely 
to be formidable. ' They are apt to ignore the total incidence on the tax-payers 
contenting themselves with the lightne.ss of their omi levy._ Nor is there 
any virtue in the Provincial Governments, each in its turn raising one or other 
of the sources of revenue left with them, instead of the Central Gpvemment 
levying it once for all. An increase of 50 jmr cent in fees for judicial or 
non-judicial stamps is as bad coming from a Provincial Government as 
from the Central Government. A single taxing authority is more apt to look 
to the burden of its tax system than a number of petty dealers, and it 
appears absolutely necessary to do away with amateurish attempts at tax 
administration and restore the rule of a single power. After all, the right 
to tax is not desired for show, but only to secure the requisite revenue for 
necessary expenditure. That has got to be decided uimn the fiscal needs of 
each province and not the fiscal resources at its command, d’hero can be no 
more financial than ijolitical segregation between province and pro'vinco; 
in fair weather and foul they must pull together. The joint family system, 
where every member brings to the pool what he could with a view to common 
enjoyment of the total proceeds, has certainly a greater vitality than rabid 
individualism, which can only lead to profligacy and to waste. 

The main reason for this fiscal reform is the belief that the State owes 
to its subjects certain obligations by way of social benefits and improvements 
to be cariied out by a compulsory levy on the annual earnings. This has 
got to be contested. That such social benefits are being secured in other 
countries is no justificaf.ion for our embarking upon schemes which can only 
land us in depths Ironi which it would bo difficult to extricate ourselves. 
The British Exchequer, for example, .spends considerable sums for the relief 
of the poor and the indigent workmen; but it would bo absurd to think of 
making a similar attempt in this country, for it woiild then be keeping 
practically a uholo nation in alms. The unemployed in India would be more 
than the total population of the United Txingdom. If we began to tax 
ourselves for education and medical relief on a scale whieli obtained in the 
United Kingdom oven betoro the War. wo shoiild practically double the 
land tax. Even so uith every field in Avhich jjriyate beiiofactions and ijublic 
contributions have contrived to improve the social efficiency of the people. 
The payments are ^villlngly made, because their incidence is trifling on tho 
aggregate of annual wealth accumulated and carried forward. They would 
also be justified in this country if there is such a margin of accumulated 
wealth as would enable a portion of it being spent on these services. But 
when it is realised that tho present level of taxation leaves barely a margin 
for the large majority of the people to keep their body and soul togethe]*, 
it is cruelty to think of securing to the starving the social amenities which 
States provide elsewhere for their subjects. It is more important that 
the burden of taxation is reduced just to meet those primary obligations of 
povornmont in order that the people may obtain these social beuefils 
incidentally following from them, leaving an active- enterprise iu'^that field 
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to iiioie i)ropitious times. ]Jet\Aeeix reduced taxation and imj)rovcd social 
boiiofits, tlic tax-payer would vote for the former: lie must live before 
be cau enjoy tlio pleasui’es of life. 

Ov'er-taxation is not the only bane of our fiscal system; equally striking 
is tlie unequal distribution of the levy. That fortunes are being accumulated 
by a few, while poverty stalks through the land, is not the peculiar 
experience of this country; but the spirit of tenderness towards the rich and 
rclentlessness towards the poor, which the tax .sy.stem discloses, is .singularly 
uncommon. Of course, among a jiopulation which is purely agricultural, 
without organised industrial wealth, tho major poi-tion inu.st bo poor 
and the burden of taxation must weigh xvith equal severity uimn all. ]n this 
country, however, the pressure of taxation has fallen u-itli greater severity 
upon the poor, and there is a progrc.ssive leniency upon tho rich. Tho 
income-tax and the super-tax have been reformed with a view to weigh 
down the inequality; but these taxes in tho very nature of things touch 
tho fringe of the problem. There are whole communities of rich land- 
holders who have escaped from the rigours of those two taxes and, below 
tho exemption limit of income-tax iiayors, there are large bodies of men wlio 
.also cheat the State of their dues. These and others who arc reaping 
tangible unearned increments on their investments in ever so many corporate 
bodies escape practically scot-free, shifting the t.ax burden on to "the slender 
shoulders of agricultural land. Without laying ourselves open to the charge 
of confiscation, rigorous administrative measures ought to bo taken to tap 
these sources with a view to afford the necessary i-elief to the large body 
of tenant-farmers and agricultui-al labourers who are first to feel the impact 
of depression. All regressive tax.ation will have to be .studiously .avoided, 
and as near an approach must be made to tbe ability principle as po.ssible. 
It is believed that some of the suggestions that have been made already will 
conduce to a sounder principle of tax reform being inaugurated with success 
to the State and relief to tho subjects. 


Iffix*. Sawna gave oral evidence as follows 

The President. Q. — ^]\tr. Sarma, you arc a pleader at Tricliinopoly ? 

A. — Yes, Sir. T was formerly connected with the “Wednesday Review” 
as an Assistant Editor since 1905, and even after joining the Bar T have 
been a publicist. 

Q. — ^Tou have made a special study of cirrrency problems? 

A. — ^Yes, I have written a book called “Indian Blonetary Problems'', 
and I wont as a witness to England in tho Currency Committee of 1919. 

Dr. Hydcr. Q. — After reading your note I wish to ask 5 'ou one question. 
Ts it your opinion that famines have not changed their character? Kowa- 
d.ays famine means unenqiloymeut. This is_ the same as in any other 
advanced country. How can you substantiate your statement in the 
following statomeut: “There was a .shortage of 20 iiiillious. Is it that so many 
were iiot born, or is it that ,thc Malthusian checks of unadvertised 
hunger, disease, i^overty and jniv'ation have claimed a heavy toll during 
all the years of fancied economic recuperation”? It is rather a very broad 
statement. 

A. — ^It i.s going on increasing if you take the death rate. 

Q. — ^You mean actually in famine yeai-s? 

A. — ^Not only that. It is increasing for the last ten yeai-s. 

Q. — ^Yhii say there has been a decrease of population in the last census. 

■ - A. — Yes, a decrease in the role of increase. 

Q. — Don’t you know that there was a great epidemic of influenza and 
other diseases during tho last ten year-s which demanded a very he-ivj' toll 
of life? 

A. — ^I admit that. 

Dr. Paranjpye. Q. — ^You are a student of public questions, do you 
expect the population xvill always continue to increase? 

A. — I moan so far as means ef, subsistence will permit , 



(),. — You say that population should ro on increasing by i per cent 
every year. Is it a reasonable increase P Do you expect that increase to bo 
continued for ever? 

A. — ^^Ve find that it is going on like that in other countries. 

Q. — On the contrary, don’t you find that in other countries the rate 
of increase is going doivn? You will find that even in England. 

A. — don’t know that. 

Q. — That your population should continue to increase by 1 per cent for 
all time is on the fact of it absurd. 

A. — ]f you take the statistics available you ivill find that it is not so. 

Q. — Do you expect that always? 

A. — I cannot say that. 

Q.— Do you suggest that a country M'ho.sc increase of population is 
not so groat is really going to the dogs? 

A. — I siniiily said that you find in other countries an increase of 1 per 
cent during the same period. 

Q. — It is not so. Y’ou will find in the United States of America in th? 
early stages the population increased much fn.ster. It all depends upon 
the state of dovolopnient. If the country is populated nearly up to tlia 
means of subsistence, then there is no increase. Y'ou agree with that. You 
can saj' that in India iiopitlation and means of subsistence arc fairly 
balanced. 

A. — do not go so far as to agree with you. With one hundred 
million acres of culturable waste wo can stand a still larger poinilation. 
Wo have not reached^ the subsistence .limit. 

Q. — ^An Indian Deputj’ Accountant-General suggests that the iminilation 
in India in fact is too big for the country. 

A. — But then there is the statement of Mr. O’Connor, which is not 
controverted, that we have in India one hundred niillion acres of culturable 
waste. It can certainly fit in another Innulred million population. 

The President. Q. — To come to a concrete instance, how much cultu- 
rable AVfisto do you find in j'our own district of Trichinopolj'? 

A. — ^I can’t say exactly. 

Q, — ^But much of the land recorded as culturable waste is I'oaily laud 
below the margin of cultivation. 

Ur. Paranjjjijc . — ^Your point is that India is going to the dogs? 

A. — It is ill evidence. 

Q. — ^Do you think that France is also going ,to the dogs? 

A. — So far as Franco is concerned I cannot express any opinion. I 
suppose it did go to the dogs during the War. 

Q. — That is not the iioiiit. One other fact you have not taken into 
account, the enormous mortality due to inliuonr.a, which was a^ special 
feature. Is that a cause of the economic dotcrioratiou of the people? 

A. — I have not stated so. 

Q.— You admit that j’ou .should lake into account the inlluoima epide- 
mic which took away six millions of iiooplop 

A. — ^We must. 

J)r, TLyder. Q.' — You seem to think that the development of rail- 
ways and other facilities for transportation had not much to do in equalising 
prices, etc. But don’t you think that prices in your district and for the 
whole of the Madras Presidency are more or less the same? _You have 
been good enougli to go into the question very carefully, but it irill impress 
you if you would look at the map of prices, whore you find the prices 
for wheat, rice, ghee, etc., are almost the same, and there is no valuation 
between one district and another. 

A. — ^No, there is not coiisidorablo variation. 

Q. — ^Theu you say “Has this extension linked the country sufficiently 
together for the easy internal transportation of necessai’y produce from 
the non-affected to the affected areas and mitigated suffering from want and 
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privation?” But you must admit that ono outstanding feature in the eco- 
nomic life of this country since 1860, when it has been fairly linked up, is 
that there is no wide variation of lu'ices. 

A. — ^No, there is not much variation. 

Q. — ^Thon you go on with the interesting discussion of currency prob- 
lems. In this connection you quote Mr. Keynes (his book on ‘Monetary 
Beform’). I am sure you remember that passage where he defends the 
position of the Government of India. Is it fair to an axitbor to quote 
him like that? 

A. — Only for'that pmqjose. 

Q. — -Whether there has been a very great increase in prices? 

A, — ^Therelias been. 

Q. — ^He says that the Government of Iiidia ought to have been moj'o 
courageous in defending its currency and exchange policy than it was. 

A. — ^Yes, I know he says that. 

Q. — ^You quote him in so far ns evils of depreciating currency aro con- 
cerned, hxit when he comes to the question of rise in prices, 3’ou do not 
quote him.- It is not perhaps fair. 

A. — ^I do not think I am unfair to Mr. Keynes. He saj's in his first 
book that increase in rupee currencj' lias no relation with the increase in 
price. 

Q. — Mr. Sarnia, you are hero in a mess. 

A. — ^That is my recollection, Mr. Keynes is an advocate of gold 
exchange standard, and ho sa3's that so far as Indian currency was con- 
cerned the increase of a hundred crores during the period ivhen he wrote 
that book had an effective place in increasing the price. That is my 
recollection. 1 may ho xvrong. 

Q. — But the passage inunediately preceding that portion 3'ou do not 
quote. 

A. — differ from him when he said increase in rnjieo currency had no 
influence on prices. 

Q. — I doubt if he said that. 

A. — J know in his book on ‘‘^fonetary lleform” he says so far as India 
is concerned .subsequent to the War the prices remained .steady. 

Q. — ^You .say the Government of India followed a policy of keeping the 
prices stead5'. I do not sec how 3’ou can indict or criticise them. 

A. — Which ])olic3' should I not criticise? 

Q. — To keep the iirices stead3’; for that you cannot draw up an 
indictment. 

A. — 1 am not, at least, not to the same extent. The position is this. 
Indian iirices were steadier during these five .3'oars than gold prices in 
Europe. They could have bceii still more .'steady if we had had a silver 
standard. 

Q. — ^You say if wo had a silver standard? 

A. — Exactly; that has been my point. 

Q. — AVero there not a number of things happening to the production of 
silver? Suppose 3’ou had a silver standard, the output from the mines 
is bound up with the level of prices. If the output is fluctuating — is a 
matter of fact it was fluctuating — that would not have produced a steady 
price level in India? 

A. — ^I don’t think so. 

T/ie President. Q. — You have given a very interesting table in wliich 
you show how the incidence of taxation has shifted from one tax to another 
during the last twenty years. Some have greatly increased and some have 
decreased. You say: "Between those twenty years it is clear that the 
amount absorbed b3' the Government on these accounts has increased more 
than twice. As a matter of fact, the general level of prices during the 
same period has increased practically in the same proportion”, 

A. — Yes, about 200 per cent or so. 



Q. — So nctunll 3 ’ the total mnomit of tajrntio 2 i has not increased? 

A.— No. 

Dr, Favunjpuc. Q. — You agree ivith Professor Hamilton’s thesis? 

A. — ^]VIy impression n-as that he said ns a matter of fact people got some 
relief. That is what lie seemed to linvo said. The incidence of taxation 
is a little bit lower now. T have not read his paper except in the newspaper 
reports. 

Thc PrcsUleni. Q. — Then .yon go on to consider individual taxes. Finst 
.you begin with land tax and sa.v that though the revenue rose b.y four croi-es, 
the sum has been bodily transferred to the tax-gatherers as the price for 
collecting the same. You also saj’ the land tax is paid by the consumer. 

A. — Wicat T mean is this. Ultimalelj’ the incidence of every tax falls 
upon the consumoi-. 'I'he land is oAvnetl b.y comparatively small number 
of people compared with the total ])opidation. vSo people who have got 
a large amount of lands naturally" have to keep onl^* a portion of the 
Xjroduce and sell the I’ost of it. Tt is the xnirchaser who has nece.ssai’ilj' to 
pay the tax. 

Dr. Jlyder. Q. — Suppose there is a tax on rent, who pays it? The 
rent-receiver or the consumer? Is it shifted? 

A. — The landowner will paj' if you cair get at the economic rout. 

Q. — What is land revenue? 

A. — ^It is a tax. 

Q. — On what? 

A. — ^Upon the iiorsou who owns the land. 

Sir Percy TliomiiRon. Q. — ^Is it not taking a portion of the economic 
rent? 

A. — Hy own difficulty is that it is impossible to find out the economic 
rent of a ijioco of land, 

Q.— my? 

A. — It i.s voiy difliciilt to find when you take a piece of laud how 
much capital has been put into the land by the individual, how mucli 
labour has been used and what is the actual value of the land, etc. 

Q. — Are you saying that the economic rent is the rent of the land 
in its natural unimproved state? ITliei'e capital has been expended the 
price of it is not an economic rent? 

A. — No. Thooreticall.y I agree with j’ou, biit if yo 2 i take land in this 
countiy, what the land jja^’s to the landowjior is not the economic rent. 

Q. — I quite agree with j'oii there. What I am a’^king you is this, 
whether land roveniie is a charge on the i-ont. 

A. — Tes, it is more. 

Q. — If it is less than the economic rout it is paid out of_ the economic 
rent. _ I suggest to j’ou if j’ou take the whole, not jjart of it, by waj' ot 
taxation j’ou don’t increase the price of produce In' one single penny 
because it comes out of surplus. What determines the price of the produce? If 
land has a differeiitial value over and above the land on the juargin of 
cultivation and if you take the whole of the difforential' value, you don t 
increase the in-ice of the prodiice bj’ one single i)cnny. ' . - ' 

A. — ^That is what I have learnt at school. But if I purchase iwo 
pieces of land one just on the margin of cultivatiou and another .piece 
of land yielding a good croj), .vou will find, if .vou calculate 6 or. 5 per cent 
interest upon the capital, that T iuve.sted, there will be nothing loft. 

Q. — ^^ly then people are foolish enough to buy lands? 

A. — ^I know as a matter of fact that there is no agriculturist who makes 
more than 4 per cent interest on his agriculture. ■ 

Dr. Paranjpye. Q. — ^They are not investing on lands purely from an 
economic point of view? 

A. — ^Not always. ‘ ’ 

Dr. Syder. Q. — ^Your 4 per cent from the land is -not the same as 
10 per cent . from industry, foi: this reason that 3 or 4 per cent from 
land is dead certain, whereas a man who invests in industries is not sure 
about bis interest, Jg it not so? 
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A. — ^That is so. If of course the uiaii is xiorfoctiy certain of his ,•] or 
<1 per cent. 

Br. Paranjpuc. Q. — People in India not only invest on laud from 
purely pecuniary benefits but also for social benefits. 

A. — ^That is so in many cases. 

Sir rercy Thomjmn. Q. — Even if tho land gives only one per cent, 
it is quite a different question from that of the ' economic rent, 
because the latter vill remain precisely the same. If you tax that economic 
rent the oivner ivill have to pay, and it will not affect the price of the 
proditce? 

A. — do not hnow that. 

JDr. Syder. Q. — There is one more point. Do j’ou say the land revenue 
enters into the cost of production? 

A. — I say that land revenue is more than the economic rent and such 
It does. 

Sir Percy Thompson. Q. — Bight, but we have been hearing this morning 
that land is selling at one hundred and fifty times the land revenue. 

A. — ^It may be, but I do not know if it is so high. 

Q. — If land revenue is more than the economic rent, how does land 
come to sell at one hundred and fiftj' times the land revenue? 

A. — I know instances where lands in this Presidenc 3 ’ have., been selling 
at "5,000 rupees an acre, but which may yield only 150 or 200 rupees an 
acre at the most. I am talking of conditions prevailing in the Tinnevelly 
distript whore it is more than that. If you consider the amount invested 
and if j’ou take the return they get for the amount invested, you will 
find very little rent realised. 

Sir Percy Thompson. Q. — If land rer'enue exceeds the economic rent, 
-how are they pa 3 ung anything for it? Who is going to be so foolish as 
to pay for the land when the rent or tax is greater than what the 3 ’ can 
get from the land? 

A. — ^It is not greater than what ho can get from tho land if tho 

capital is not taken note of. 

«> 

Q. — ^You have got some lands, a prospective purchaser comes along and 
asks what is the rental value of the land, you say it is “X” and the land 
revenue you say is “Y”. You say “Y” is greater than “X”. If it is so, 
the value of the land is minus. Wh 5 ' should he pay for a minvs value? 

A. — ^There is no minus value if interest is not calculated. If the 
market rate of interest is allowed there will be no rent. Ik not, the 
land revenue will be less than the rent. 

Q, — I am talking about the man who is a landlord and lets his land; 
if it is less? , 

A.—No, it is never less, it is certainly more. 

Q. — Then the land revenue must be less than the economic rent. Your 
proposition is that land revenue is greater than the economic rent. T 
go and buy a piece of land and pa 3 ’ solid cash. If you suggest land revenue 
is more than the economic i-eiit, I will bo only getting a mimis quantity. 

A. — How, if you do not deduct the money paid for it? 

The President. Q. — Can you please explain your definition of economic 
rent? You say: “Mr. Findlay Shirras says that in some places land is 
worth eighty or ninety times the Government rental. A 5 per cent interest 
on the value of 25 years’ rental may be a very moderate deduction from 
an arithmetical calculation on the net produce, and, if that is allowed, 
no tax will be pa 3 ’able at all”. Can 3 'ou give us any concrete example? 

A. — Suppose the land revenue is Rs. 10. According to the land 
revenue polic 3 ', the rent of the land must bo Rs. 20 

Dr. Paranjpye. Q. — ^If a man is bu 3 'ing it as investment, would he be 
foolish enough to, pay twenty-five times tho not income? 

A. — Ho pa 3 's more. 

Q.—In fact he does not pay for tho amount of money he is going io 
get from the investment, " 

V[h-61 
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A. — If yon calculate it upon the money invested in the land, you got 
very little. If it is eighty or ninety times that he pays, it is not that 
the land yields a percentage of income. 

The President. Q. — ^Yon are assuming that the yield of the land is 
twice the land revdnuo, while the actual return may bo fifteen times the 
land revenue. 

A. — No; it is an exaggeration. 

Q. — ^Isn’t the actual rental value paid in your own district fifteen 
times the land revenue? 

A. — I don’t think so. The Cauvei-j'-irrigated fields yield 20 halams 
of paddy: Rs. 41 or Es. 5 is the usual rate: it will come to about Es. 100. 
For a piece of land in which the man need }iot go and labour ho i)ay 3 
Es. 3,000 as purchase price. 

Q. — I don’t quite follow when yori say that “A 5 per cent interest 
on the value of 25 years’ rental may bo a very moder.ate deduction from 
an arithmetical calculation of the not produce, and, if that is allowed, no 
tax will be pa 3 \able at all.” You mean liftj’ times the land revonuo? 

A. — Yes. On the basis of the half-net theory the calculation is correct. 

Q. — Do you saj’ that the consumer p.ays the land tax? 

A. — ^I believe that the consumer ultimately pays every tax an.l when 
the agriculturist, keeping a re.serve for himself, .sells, it is the ptirchasor 
who paj’s. The whole cost of production is shifted on to the consumer, 
iiicluding the tax he paj’s. 

Sir Percy Thompson. Q. — Does the consumer pay income-tax? 

A. — In some eases he does, but not generally. 

])r. Jlyder. Q. — Your statement comes to this: that Iho price of corn 
is high because rent is paid. 

A. — No. 

Sir Perry Thomp.son. Q. — ^^Vill j'on please defuie economic rent? 

A. — If you take two pieces of land, one not yielding anything at all 
or just enough to meet the cost of cultivation, and another^ giving more, 
whatever is giving more is pure rent. I' do not moan that. Ey lent I 
mean this: when you take two pieces of land, you must also deduct 
whatever is' invested on them and then calculate the I’cnt between the 
two. 

Q. — ^I have a piece of land for Avhich I paid Es. 2,000. If I deduct the 
interest on it, I shall get its economic rent. T sell it for Es. 10,000 and 
you buy it: j’ou have to deduct interest for Es. 10,000. Has the economic 
rent of that land changed because 1 sold it to j’ou? 

A. — ^If you deduct the interest on the Es. 10.000 1 pay, there will be 
no rent loft. 

Q. — The economic rout varies according to the idioe.v or clovernoss of 
the purchaser? 

A. — ^You are making a number of as.sumptions. 

The President. Q. — You wordd let the tenant off pajing rout altogether? 

A. — I am not _ likelj’ to have used the word ‘economic rent’. But if 
you make a provision for the capital invested, there would not bo an 3 ' rent 


Sir Percy Thomjyson. Q. — If 3^011 are foolish enough to buy land for 
r 5 ’ou pa 3 ’’ less tax, and if 3 ’ou are still more foolish to bu 3 ’ land 

for Es. 1,00,000 3 mu pa 3 ’ nothing by' way of land revenue; is it not sheer 
rubbish ? 

■h -- — But what .shall I do? I have money and I cannot do auy'thing 
else with it. I am not -foolish enough to pay’ an exaggerated price. 

Q- Why’ not buy Government securities? 

I might. It is also being done. " ' 

Q- ^You invest in’ land because y’ou got a very decent return; 

A. — Seldom; ' - 
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Dr. Uydcr. Q— Salt; .vou bay on page 434 in your statement that “there 
cannot be any variation as to consumption of salt between the rich and 
the poor.” That is to say, the demand for salt, all classes considered, is 
inelastic and the quantity consumed remains the same. 

' A. — ^Blore or loss, it is so. 

Q. — On page 435 you say “when the duty is low and the incidence is 
slight, the consumption increases perceptibly: and when the tax is raised, 
tlio consumption falls.” I cannot reconcile the two statements. Jf a 
demand for a commodity is inelastic, the quantity consumed or demanded is 
not sensitive to jirice changes. 

■ A. — So far as the change in consumption is concerned, the figures are 
taken from the financial statements. When tlie duty is high, the poor 
forego a portion of their consumption. 

* 

The President. Q. — ^Befoi-e yon draw any conclusion from the figures 
of the financial statements, are not the figures of issues of salt on payment of 
duty completely distorted whenever a chaiige in the rate of tax takes place 
or is expected? 

Dr. Tlydcr. Q. — Have you worked o\it the figiircs for a series of years, 
say, for fifteen years when the rate was Bs. 2-8-0 and for fifteen years\vhen 
the rate was Rs. 1-4-0? Allowing for the natural increase taking place in 
l)opulation, you m'll find very large variations in the total amount of salt 
consumed by the people of India : that is the thesis yon have to maintain. 

A. — ^You will find the figures varying and I have worked them out for 
the various years according to the rates prevalent during those years. 

The President. Q. — -Did you try the rev'ersc process? You say there 
was an increase in consumption when there was a reduction in duty. 

A. — ^Yes: it is there. 

Dr. Ilijdcr. Q. — The whole position is this : whether the rate increases 
or decreases, the quantity demanded will not show much variations; that 
is the one jjosition to take, and it is inconsistent with the other posivioji 
you have taken. 

A. — ^^Vhen I .say that there cannot be any variation as to the consumption 
of salt, it means that a man who takes a certain quantity will not 
take twice that quantity because the price is reduced. 

The President. Q. — As regards land reventte, you say: “whereas the 
revenue rose by four crores, that sum has been bodily transferred to the 
tax-gatherei'S as price for collecting the same.” Uoes it not mean that 
the pay of the village staff has been dotibled? 

A. — ^Now it has been doubled, but a number of village officors have 
been dispensed with. 

Q. — ^Is it quite accurate to describe it as a transfer to the tax-gatherers? 

A. — ^Tlic village harnam is a tax-gatlicrer. 

Q. — ^Prices have ri.sen, ta.xes have risen and the cost of administration 
has also risen. 

A. — ^Everything may ri.so, but unless T am going to save, there -s no 
use of anything rising. 

Q. — ^Jfay I suggest that this increase in tlie pay of the village staff 
is inevitable, whether land revenue rises or not? 

A.- — ^You find iji a particular year a certain i-evenue; ten years later yon 
find an increase, and that increase is accounted for by the increase in the 
cost of collection. 

Q. — Would you abolish the village staff or keep them on the same pay 
they were drawing half a centurj' ago? 

A. — ^Wo are entering into the question of expenditure. 

Dr. Paranjpyc. ij- — J’oii jnean to sa}' that the cost of the village 
staff should really be credited to the cost of land revenue? Don’t they do 
a largo piiimber of other duties besides collection of land revenue? 

A. — ^'I'he village harnam only does the village work: the village munsif 
does some civil or criminal work. 
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Q. — Do .you maintain that tlio co^t of collection of land rovcnuo is 
25 per cent? 

A. — I have taken the figuroa from the financial statomonts as they are 
ombocliod there. If .some alloivance has to ho made, figures may bo ivorkod 
out as to hoiv nnicli has to he put doivn to other services. 

The Fresideiii. Q. — Hoiv much of this goes to the village staff and hoiv 
much to suiToy and sottloniont? I take it that you agree that survey is 
necessary, ivliother you have land revenue or not. 

A. — I sec that costs under survey and settlement have increased from 
Bs. 9,00,000 to Bs. 60,00,000. They may be deducted. 

Q. — ^You have a survey and sottlomeiii even in Bengal where you have 
permanent settlement : so you could liardly debit the survey and settlement 
staff to land revenue 

A. — I have worked out the figures so far as they are available fiom 
the financial statements; if anj* deductions have to be made, the}' ma}' be 
worked out. 

Q. — ^You then in-occcd to make some comments on the increase in the 
duty of .sugar. You say: “When the duty was raised to 10 iior cent the 
revenue began to fall; . . . in 1921 when the rovcnuo was raised to 

16 per cent it ivas expected to yield 205 lakhs, but as a matter of fact, it 
yielded 6.50 lakhs owing to the abnormal imports consequent on a fall in 
prices”. 

What conclusions do you draw from these figures? 

A. — I was referring only to the fact that as always happens, when you 
impose a iirotcctive duty upon an essential commodity, for every ])ound of 
sugar that you import, four times the amount is paid to tho local 
manufacturers. 

Q. — ^You arc a die-hard free trader. 

A.^ — J am. 

Q. — Bogarding the income-ta.\. you say that the calculations made at tho 
time the cxemiit'on limit was raised have gone all wrong. Do you suggest 
tliat it was a mistake? 

A. — It is not: it is simply an increase. I am only saying that the figures 
in tho financial statement were wrong. 

Q. — You say: “The exemption limit was raised to Bs. 2,000 in 1919, 
and it was expected to relieve 287,000 as.scsscos out of 381,000 and cost 
a sum of 75 lakhs to tho oxcheqtier, but tho calculations have all gonu 
wrong.” 

A. — So far as tho income was concerned, tho figures were wrong. They 
calculated there would bo a loss of 75 lakhs; on the other hand, you will 
find an increase. 

Q. — Tho gain that you speak of came from tho other people? 

A. — Yes, but now the figure for assesscos has come to lakhs. 

Q- — AYc noAv come to tho “function of tax revenue.” Y'ou say: 
tho subvention must increase with tho capital at charge, tho railways will 
become a growing source of tax revenue, instead of being a cheap means of 
internal transportation”. 

— If you ai'c going to confine younself to meeting working expexises every 
year and go on borrowing every year, you would have to pay, not only tho 
interest already in existence, but also onc-oightieth of the sum that -inll be 
the loan account for the railways. 

Q. — You will have to pay that to the redemption fund? 

A. — ^I can understand the starting of tho fund when boiron'ing has 
stopped. 

Q. — But how are lailways going to bo a growing source of revenuo? 

A. — ^The revenue Avill go on increasing if you put rip tho rates as high 
as possible. 

Q. — ^Why should tho rate increa.se as tho miloago incrcasos? 

A. — If for a particular year, tho profit is 5}, next year it ivill be 6, tho' 
year after that, 7, and so’ on. Thoro is so much of excess that will ho 
taken from a limited section of tho people. 
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Q. — On the other hand, as yon take up the less favourably situatocl 
schemes, won’t the rate of profit tend to decline? 

A. — ^Yes, some of them may not pay. 

Q. — In which case, there may not be any profit. 

A. — During the last few years, I think the railways paid !i considerable 
portion of the deficit of the Government of India. 

Q. — ^^Ve now come to federal finance. You say: “The federal system 
has broken down in every foreign counti-y ' in that sejiarate Avater-tight 
sources of revenue could not be eaimiaiked for federal as distinguished from 
State or even local purposes.” IVliich are the countries you refer to Avhich 
haA^e tried these water-tight sources of revenue? 

A. — ^In' every couutiy where there is an income-tax, they put on a 
surcharge on income-tax for local purposes : yoAi cannot say this tax alone 
is for Local Government or that tax alone is for Imperial Government. 
The experiment has failed in everj' country. 

Q. — Does not that shoAv that there is not a separate Avater-tight source? 

A.— Yes. 

Dr. Paranjput. Q. — ^Are you against this theory of separation of sources? 

A. — I don’t AA’ant it: it cannot Avork fairly. 

The President. Q. — ^You say : “If the necessary implications of separatist 
finance are Avidely understood and appreciated, it may be doubted if the 
movement for provincial home-rule Avould gain much strength”. 

A. — ^Yes, I am against dividing it between the proAunces, 

Q. — Then you say: “Once people begin to taste the full fruits of finan- 
cial autonomy, Ave shall have a Babel raised against provincial tyranny and 
provincial inequality,” and you go on to say that a fiscal system must be 
evolved AA'hich Avill have due regard to comparative fiscal needs. 

’ A. — I mean the capacitj' of the people and the expenditin-e that they 

ought to be put to. 

Q. — You say : “There is no true measure of provincial needs, and any 
amount can be spent by any province if only the money is available.” 

A. — ^Yes; if you give money to any province, it Avill si^end it. 

Q. — ^How are you going to determine comirarative fiscal needs? Do you 
think it is fair that one province should pay for another? 

A.— No. 

Q. — ^If ijrovince A says it has more fiscal needs and Avants Ils. 10 a head, 
and province B only makes an estimate of Es. 9, province B Avill liaA'e to 
give to province A under your scheme. 

A. — ^It is not possible to treat all the provinces equally under any sdieme 
of financial devolution; so we should do aAvay Avith such an idea and raise the 
revenue entirely for the whole country; so far as each province is concerned, 
we should see to the absolute necessities of each province and distribute 
funds accordingly. 

Q. — That is, you AAmuld go hack to the old lAiovincial contracts? 

A. — ^I think the best scheme Avould be that for which Sir James Westland 
fought. 

Q. — ^Hoav do you determine the comparative fiscal needs? 

A. — You must have some measure of finding out what province needs 
what amount. 

Q. — ^What process Avould jmu adopt to determine this? 

A. — ^Responsible authorities must be able to say what the necessities 
of each province- are. 

Q. — ^Would you say that the Meston Committee Avere sufficiently res- 
ponsible authorities? Did they achieve complete success in determining 
what the needs of each province were? Could you appoint a more 
authoritative body ? 

A. — They failed because of the difficulties I am suggesting. 



■ Vr. Purannwc. Q. — llio logical result of your suggestion >vould bo to 
abolish all Provincial Goverimicnts and ask tho Tniporial Goverinnent to 
inanago ovorytliing. 

A. — I have said so. I should ralhor think that thoro is nobody in 
favour of that vieiv. 

The Fresidenf. Q. — You say that: “The provinciali/.alioii of land rovomio' 
u’liilo it has the offeet of cxoinptiiig tlio large mass of tho people from 
paying their fair share of inipprial burdens, has tho effect of di.seriminating 
betu-een the subjects of various provinces,” Would you endeavour to 
enforce a uniform sehenie of land revenue throughout India and scrap 
history, tradition, existing arrangements, existing lavs, etc.? 

A. — To begin vith. T am making some suggestions. T am proponing 
a tax on agricultural incomes, exempting small culti%-atoi-s uho paj' below 
Es. 10. I do not want to reach a clean slate, especially on financial 
flucstions. 

Q. — You say that "Tho contribution, though it may bo justified on 
tho ability principle, relieves, to the extent larger sums are raised, the 
burden on those who p.ay other taxes. It nia 3 - be stated broadlj' that the 
imperial burden on land in Bomba.Y will be lighter than ’on land in Madras.’ 
How does that come about? Y’our figures all relate to income-tax? 

A. — 1 have given figures also for land lovcnue. There is .also a propo'-al 
to iirovincialize income-tax. 

Q. — ^You sa.v; “Thoro is no true measure of provincial needs, and 
anj' amount can ho spent b.y an\' province if onlj’ the monoj’ is available. 
A basis of distribution satisfactor.v to the provinces cannot be scenred”. 

A. — Everj’ province will go and contract for ns much as it can 

get. 

Q. — Y’ou say; “The j)rovincinlization of stamps has already begun to 
work unequally and tho recent amendments of the Stamp and Court-fees 
Acts do not disclose any true appreciation on the part of tho legislaloi-s, 
of tho place of fees in the fiscal sj’stom”. 

A. — Yes. 

Q. — “The growing demand for division of provinces on a linguistic 
basis, or on a religious basis so as to minimise tho Hindu-Mussalman pro- 
blem, ijoints to a striking divergence from those economic tics', facilities 
and resources which alone can i)erhnps bo a rational basis for tho formation 
of administrative units”. 

A. — And jmu cannot got th.at in India: that is what I say. Each 
province has its own fiscal .sy.stcms, so the incidence of taxation cannot be tho 
same compared Avith tho incidence of taxation in tho other provinces. 

Q. — Then you say provincial autonomy would prove “an instrument 
in employing the brute force of inajoritj" to accent\iatc fiscal inequalities 
by so modifj’ing tho burden of taxation as to hurt particular classes and 
communities and benefit others”. 

A. — ^Yes; that might be tho position. 

Q. — ^You haA'e not seen instances of that j'ctP 

A. — ^We ivro having it lower down. 

Q. — It has alrcadj' led to class taxation. Is that j’our experience 
in Trichinopoly ? 

A. — Yes. It is coming on sIoavIj-. It is a question of time for it to 
develop. 

Dr. ilyder. Q. — ^Is there anj- undervaluation in assessments to house tax 
in Trichinopolj' ? 

A. — Yes; these are the blessings of democracy. 

Q. — ^You say; “The high level of stamp duty on transfers of proportj- has 
had the effect of adding to the burden of tho borrmver or tho %*endor who 
usually paj’s the full amount, and though it might not haA'o restrained trans- 
fers, it has in manj' cases led to undervaluations to escape the onerous 
character of it” . 

A. — ^Yes ; sometimes it is undervalued for the luirpose of - sales. 

Q. — You say it adds to tho burden of the borrower and the vendor? 

A. — ^Tho law may be different; but usually tho seller pays. 
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Q. — ^Tlion-yon say; “Tlio heavy cost of litigation is one of the prime 
causes of the economic deterioration and indebtedness of the people. It is a 
wholesome policy of civilized States to make the administration of justice as 
chea]) as possible, as it is the one bed-rock upon which human institutions 
rest”. 

A. — ^Yesj of course, usual! the word ‘litigation’ is used in a different 
sense. 

Q. — ^You say “receipts might be made to approximate to the cost princi- 
ple”. 

• A.— Yes. 

Q. — The advantages of the cost principle as against the profits princi- 
ple, as _ stated by an American writer, are fii’st that it takes away the 
uncertainty as to the result to be striven for; and second, that it furnishes 
a tangil)le basis on which the rates are likely to be computed with due regard 
to the public interest”. 

A. — Yes. 

Q.- 7 -Transactions such as sale of property are a suitable occasion on which 
the State shotild take a share. 

A. — ^But you ought not to over-burden the people. During the last revi- 
sion of the Stamp and Court-fees Acts, the fees went up 50 per cent. 

Q. — With regard to 'general principles of taxation’, you say “The in- 
tensitj' of the demand for ‘steep’ graduation has already created a reaction in 
favour of propoi’tional taxation”. Who is your authority? 

"A. — T will send you the reference later on.* 

,Q. — Are you referring to Sir Josiah Stam 2 )? 

A. — do not remember. T will send up the reference. 

Q. — ^You say “On economic principles the indirect taxes on consumption 
and expenditure can play imt a siibordinnte part in a well-ordered tax 
system’ ’ . 

A.— Yes. 

Q. — Have you not also to take into account the psychology of the people? 
A. — ^Yes. 

Q. — Ts thej'e not the feeling in this eountiy that they are in favour of 
indirect instead of direct taxation? 

A. — But the present rates of indirect taxation are high. 

Q. — There is a conflict between these two princii^les — ^the principle of 
universality and the pinnciple of ability. 

A.— Yes. 

Q. — The customs diities which have been so largely increased recently 
are not the duties paid by the whole i»opulation. Duties on motor cars, for' 
instance. 

A. — Yes, on motor cars and silks. They say they are luxuries. About half 
and half, you may say. 

Q . — You say: “The duty on imijorted cotton, woollen and .silk and the 
excise on Indian cotton manufactures — which is a xjurely Anglo-Indian 
patent in scientific taxation — fall universally” ? 

A. — ^Yes, 

f Q. — Are not textile goods taxed in Japan? 

A; — But they do it for some other purpose. They want to stimulate the 
export and for that purpose even to restrict consumption. Their purpose is 
different. 

Q. — ^You quote Sir Edward Law and say “a theory which invites a retort 
which need not be made” ? 

A. — ^Yes. Every inch of land is ijurchased by the landowner in the ryot- 
wari tract, at any rate. 

*Sir Josiah Stami) in his “Fundamental Principles of Taxation” says 
(page 51) “Thought is “at the present' time moving so actively in this direc- 
tion, that the misgivijigs of some antagonists of graduation, during the 
nineteenth century, seem to be fully justified.” Also Professor Edgeworth, 
1920; ' Koyal Commission on Tncome-tux. Q. 11705; 




l)ri Itydtr: Q.— What has hecomo of tlio class who -ivctro originally on tho 
hmdf Have they disappeared? 

A. — Thc'y niu'y hate sold it to others. 

.Q. — Tlio original class Iiavo gone dowfi to tho landless category? That is 
ail iniiiortant point. 

A. — ^How are you going to find out who wore tho original ciiisS? Tliero 
are sales going on. Property is changing hands every year and every day 
and full price is paid for that. 

Dr. Paranjpm. Q. — There is hardly any piece of land remaining in the 
same family for 500 yoars. ’ 

A.— Yes. 

The President. Q.— You say “The rent being part of tho cost of raising 
produce, agricultural products will have an enhanced value which will be 
ultimately shifted on to tho consumer”. And a few lines later, von say 
"After all, tho price for tho use of land may not he a determining factor in 
tho ultimate cost of tho produce”. 

A.— 1 am arguing there why they say .so, In the no.vt paragraph I am 
giving my reasons. 

Q. — ^You say, "The blind .application of the theory of economic rents to 
tho practical conditions of agriculture is responsible for tho belief that tho 
land yields an unearned increment of 25 per cent during tho lifetime of every 
generation, and that tho Government with unexampled liberality take hut 
three-fourths of it”. Who believes that? 

A. — That is tho belief on which tho land revenue' policy is based. 
There is revision every thirty years. Then they put 25 per cent 
increase, and if there is agitation it is reduced to ISJ. And they say it is 
50 per cent of tho not produce. 

Q. — Can you toll me any district which has had this 25 per cent increase? 

A- — It is reduced from 25 to ISJ. 

Q. — I cannot imagine in whoso mind that belief e.xists. ^ 

•A.. — ^Tho basis of land revenue is that. 

Q. — You say, "Tho prosumiituous claim to measure Iiy a percentage tho 
unearned increment from land is tho most audacious for a Government 
department to make even in this country”? 

A. — Yes. They say they can measure unearned increment on land in each 
village. How is it possible? 

Q. — I want to know where this claim is made. 

A. — I am taking that tho basis of the land revenue policy is that. 

Q. — You set up a skittle and try to knock it down ; it .should bo roforablo 
to some particular declar.ation. You say 'presumptuous claim’. The claim 
must have been made by someliody. 

A. — It is not so stated. I need not tell you anything new on tho 
question of land revenue settlement. Tho whole basis of tho land revenue 
settlment is that tho Settlement Ofiicei'can measure the unearned increment 
of land; and he takes a portion of it. That is the whole basis upon which 
these things are taking place. They say there is such a thing as an un- 
earned increment which is measurable at every time the ' revision takes 
place and that is 25 per cent what it Avns thirty j.^eare ago. That is how 
they calculate it. ' « 

Sir Percy Thoin 2 yson. Q, — Can’t you give your authority for^that? I 
have read a good deal of these things, and 1 have never read that 25 per cent 
increase is assumed to take place. 

A. — Yon find it in the settlement rejiorts. 

Q. — I have read them and I don’t find it. 

A. — In tho report relating to the Trichinopolj' district, it is slated and it 
is reduced to 18}. 

Q. — ^Thero might have been, in fact, an increase, calculated on tho basis 
of net assets, of 25 per cent. That incidentally might" bo 25 per cent. But 
I haA'e never seen it stated that the Settlement Officer assumes an increase 
of 25 iier cent to have taken place during tho last thirty years. Can you refer 
me to any authority? 
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A. — There have been three or four recent settlements. I will find ont 
.whfit the estimate ol the Settlement Officer was and tell you. 

Q. — Are you quite sure you are not mistaking this : I have seen the 
Settlement Officer finding an increment of 31, 32, 33 and so on and tlien reduc- 
ing it to 25 or 18J or wliaterer it may be, tiiat being the limit. But I have 
not seen an assumption — an a 2 >riori assumption — before the Settlement Officer 
has gone into the question, that the laud has increased in vahie by 25 per cent. 

A. — ^WHiat he finds is, I submit, his assumption. 

The Fresident. Q. — ^You say, “In all these refined calculations, the 
marketable value which laud inherently possesses is invariably ignored. No 
account, is taken of the capital invested on land, tinless it be that agriculture 
is an industry which is exijected to be dividend-free”. Is not a considerable 
portion of every settlement report devoted to analysing the pidces at which 
land is selling? 

A.— Do they take account for the capital invested, in arriving at the tax- 
able capacity of any piece- of land? J have not seen that. 

Sir Percy Thompson. Q. — They make allowance for the physical improve- 
ments made on the land. 

A. — I am sj)eaking of the capital invested. If money is invested, is any 
portion of the interest deducted or allowed for in taxing the laud? 

Q. — No j but then what you are going to say is this : the higher the price 
paid for-the land, the more valuable it becomes and the less it is to be taxed. 
Js that your proposition? 

A. — 1 do not state so. Take a fair price. 

Q. — Then L cannot follow 3 'ou. 

• A. — I state that j'ou should fix once for all a certain tax on every 
aci-e of laud, whatever it may be, and -whatever be the increase or decrease 
in price. Once for all, settle it and then tax agricultural incomes at a certain 
rate. 

Q. — How can you settle it once for all? 

A. — ^You need not care for the capital value of the land. You now settle 
for each acre of land some tax which is payable even assuming that tire 
cultivator makes a largo profit. 

Q. — ^A permanent settlement. Is that the idea? 

A. — ^Yes; that is what I suggest. The small holders, say, those Avho are 
pajdug a. revenue of Rs. 10 and under, maj' be exempted. Then fix a scale 
of taxation for every ijiece of land — any scale which you may consider reason- 
able; and then tax the higher incomes, saj’^, when the income exceeds 
Es. 3,000 or Rs. 4,000. In that case you need not care for what the land 
sells at. But when yoii say “the landowner gets mone.y and, therefore, he 
must bo taxed”, you must give allowance for the sum that was actually 
invested. I may be a fool or I may be clever; I have paid some money 
and 'should I not get some return for it? 

Q.— Suppose you very foolishlj' go and sj^eud Rs. 1,00,000 on a piece of 
land which brings you a return of Rs. 10: are you going to make any 
allowance for the fact you have paid that large amount? 

A. — ^You need not; it is a large .supposition. 

Tiie President. Q. — Suppose A gets a patch of land from the Government 
for nothing, bn which the tax is Rs. 10. He sells it to B for Rs. 100; then 
according to your suggestion, you would deduct from the Rs. 10, 6 per cent on 
the Rs. 100 and reduce the -tax to Rs.- 4. Now B sells it to 0 lor Es. 150 
and the interest on it is Rs. 9 ; and yoii reduce the land tax to Re. 1 ; then 
C sells to D for Es. 200, the interest being Rs. 12; and the Government has 
to pay him Rs. 2 for occupying the land. 

A. — ^If you go on working at that rate, you get those figures. You must 
take the facts as they exist. Why do j'ou suppose that the whole world 
consists of fools? Facts must bo taken into consideration such as they arc. 
The fact is that land is heavily paid for. You say you are taxing land 
on certain principles; then why don’t you make allowance for the money 
invested on the land? 

'Sir Percy -Thompson. Q. — ^That is what the President has tried to do 
and he has arrived at this result; ho finds that the land revenue, o': 
time goe.s on, becomes a minus quantity and the Government has got to pa 3 ' 
Rs. 2 for the foolishness of the purchaser. Y’our proposition conies to that. 

VII— 62 
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A. — ^Tliat is not wliat T am conioucling. That is not mj^ proposition. If 
it is a question of presuming a piece of land which the Government 'gave 
away as gift, no man would pay Es. 100 for in vain. 

Q. — Why not? Certainly, later on, they will have to pay. You have 
a number of such instances. 

A. — 1 am speaking of agricultural laud, not land in urban areas. 

The President. Q. — Even in the case of agricultural land, it is so. Go 
down to the Berar cotton lands which, in the last few years, have doubled 
or trebled in value. 

A.— That is the value of expectations. It is only for that purpose — 
to avoid this difBculty of making calctilations — ^that I say, fix once for all 
the revenue and then tax the incomes. If you go on taxing on tho 
capital value and make no .allowance for the capital invested, you -will 
probably land in such difficulties. 

Q. — On this principle wlmn you tax incomes, should you not deduct the 
interest on the capital put in? 

A.— Yes. 

Q. — ^And do you do that in the case of business men so far as income-tax 
is concerned? Suppose a man buys a mill? 

A. — ^I think it is quite reasonable to allow it. 

Q. — Yoxi want to deduct interest on his own capital which he put into 
the business of his own accord. If he invests Rs. 1,000 on land, you have to 
deduct Es. 60 at the rate of 6 per cent. It is so in tho case of a mill. Suppose 
he invests the money in Government jjaper and gets Es. ,10; then are you 
going to allow Es. GO? 

A. — ^If you are putting it as a question of cqnitj', an allowance must be 
made for the return on capital. 

Q. — ^But what is taxable is the return on tho csvpital. 

A. — ^Yes; but since our chief industry is agricnlfore, and large sums are 
invested in land, some allowance must ho made. Otherwise, there won’t ho 
any reasonable income derived from land. 

Q. — ^Again you say, "It will bo admitted withoiit doubt that the perio- 
dical revision of laud revenue with its consequent enhancement of tho 
State’s demand must necessarilj’’ put up the price of agricultural products”. 

A. — ^Yes. The price of crops is raised. There is no doubt aboiit that. 

Q. — Now the Trichinopoly district was resettled this year; do you think 
the prices were raised by ISJ per cent? 

A, — Not immediately to that extent. 

Q. — ^Tanjore has not been resettled last year, and therefore the prices 
would be steady there? 

A. — ^You must compare the prices with the prices of ten years previous. 

Q. — ^You say that because you resettle the Trichinopoly district, the prices 
will rise in the Trichinopoly district? 

A. — ^Not in Trichinopoly alone. 

Sir Percy Thompson. Q. — Is the resettlement in tho Trichinopoly district 
going to raise the prices of the world? If the laud revenue is increased there, 
where do you suggest the price of corn will rise — is it in Trichinopoly or in 
India or in the whole world? 

A. — ^In a number of districts adjoining Trichinopoly. 

Q. — ^Hiy do they not get the corn from elsewhere? 

A. — ^Wlio is to p.ay tho railway charges? 

Q. — If tho rise in prices is very small, thej' would^ not import from 
elsewhere. But if the cost of railway freight is very small in comparison with 
the rise of prices, surely they will buy in the cheapest market. 

Dr. TLydcr. Q. — Suppose Trichinopol.y is not resettled; now tho railway 
charge is a constant factor. When Trichinopoly is resettled over and above 
this constant factor, there is the increase of 18J per cent. Surely the people 
of Trichinopol.y will bo very alert; tliey will say "Wo can pay railway freight 
and avoid this extra 18^ per cent”. 

A. — ^If it was cheaper. 
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Q. — ^Tlie fact is tliis. The price of paddy in Tricliinopoly varies from 
the price of paddy at Tuticorin or Gaujam only by the difference in the 
railway freight, so that land revenue does not affect it one way or tho 
other. , 

A. — ^But resettlements are going on eveiy j’ear and the pitch of the 
price will move up. 

Q. — ^You will find from the quotations given in the gazette that the 
price of jiaddy in Triehinooply and Ganjain is the same except for rail- 
way freight, so that the resettlement has had no effect uijon these prices. 

A. — ^If you take the price for five years, is it to he contended that 
the resettlement has not had any effect on the price of the paddi”- throughout 
the Presidency? 

Dr. Paranjpyc. Q. — The rise in land revenue is from 21 crores to 27 
crores of rupees? 

A. — ^You cannot say that if land revenue has been enhanced, the 
price has not been affected. 

Q. — I understand you are against inheritance tax and death duties 
and your reasons are merely sentimental. 

A. — ^Not merely. 

Q. — ^You do not consider this question from tho economic point of view, 
but you consider it only from the political and sentimental point of view? 

A. — ^To some extent I have considered it from tho economic point of 
A'icw also. 

Q. — ^Do these sentimental reasons not exist in other countries ? 

A. — do not deny that. * 

Q. — Still those countries have death duties? 

A. — Yes. 

Q. — ^Practically in almost all the advanced countries death duties aje 
levied. 

A. — ^They took to these death duties because there was a paramount 
necessity. 

Q. — ^Where was the question of i)aramount necessity during Sir AVil- 
liam Harcourt’s regime? AYas.it required for balancing the bxidget? 

A.— -4 million pounds were required for the Navj\ 

Sir Percy Thompson. Q. — ^AVhat do you moan b.v saying they were hard- 
pressed? At that time income-tax was eight ])encc in the pound. They 
wanted 4 million ])ounds wlieu income-tax was eight ijence as compared with 
the later figure of six shillings, and they could have got tho -whole sum 
by raising the income-tax by one ixcimy. 

A. — ^Thoj' could liax-e done that. But the Ghancellor of Exchequer per- 
haxj.s thought that that if he increased the income-tax, there uill bo a 
greater opposition. 

Q. — He thought death dutitss Avcrc the fairest means of raising the addi- 
tional four millions? 

A. — ^AVhen I use the word ‘dire necessity’ 1 do not mean it should bo 
the last resource. They felt the necessity and they raised it. 

Dr. Paranjpyc. Q. — ^In other countries human nature is tho .same, and 
there was no dire necessity for them to pxit on this dutj'. You said there 
were other economic reasons. AVould you tell us what they are? So far 
. as 1 understand, taxation is levied in cases where there is a windfall when 
jxersons have not worked for that income. In that case, it is genera ll.\ 
acceiJtcd tinder all canons of taxation as the fairest source of taxa 
tion. Notv there is the property obtained by the death of somebody else 
without having worked for it, is not this pre-eminently a case of wind- 
fall on which, if the State requires further resources, it is entitled to lay 
its hands? 

A.-rlf, every" man has to begin with nothing in life, that would be 
an ideal state of things. 

Q. — 'one instance, instead of being tlie owner of Es. 5,000 which 
ho might have earned by his own oxortion, he become, s the owner of 
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•l^s. 50,000 tiimply hy accidenl. Bon’t you think tlic State should tax the 
additional sum ivliich ho lias got as a ivindfall? Jloir has he earned this 
Es. 45,000 except for the fact that he is horn in that family? 

A. — I think ho has earned it. If I have been fortunate enough- to 
accumulate property, have T not got the right of giving my property entirely 
to my son? Should a third partj’ come and saj' that my sou' has not 
•worked for it and he should not have it? 

Q. — That is the modern theory. 

A. — I do not accept that theory. If progressive taxation should go to 
such an extent as even to desti-oy ever so many social institutions hj’ which 
industrious people’s fortunes were made, I do not suhscrihe to it. 

Q. — You consider that a man should ho absolutely entitled to dispose 
of the iiroperty as ho likes? 

• A. — ^Yes, as he caincd it he must he able to dispose of it. 

Q. — Suppose there is a case of intestate succession, he does not dispose 
of his property, hut a third cousin inherits the property. Even then 
you do not advocate this duty? 

A. — Possibly that man thought that his third cousin ought to take it, 
and therefore made no will. "Why should the Government deny him that 
privilege ? 

Q. — You sec there are many instances where the enemy of the dece.ased 
person succeeds to the ])roporty. Take the case of two brothers who might 
havo been on very had terms during their lifetime. 

A.- -Then they dispose of their property otherwise. 

Q. — ^You saj- a man should have an absolute right to dispose of the 
Avhole of his propfirty; not only that ho .should enjoy the ciforts of his 
labour, hut ho .should put upon the society a burden of the ponson who 
does not work, hut simply lives upon the property earned by others. Don’t 
you think that Government .should take a of fliis windfall? 

A.- — If you call it a windfall, 1 do not object. That there arc sonic 
cases of this sort I do not deny. Stipposo there is an absolute neces-sity 
aud somehow or other money must bo found, then the ciucstion of capital 
ievj- comes in. It is a different niattcr then. But so far as I have been 
able to study the Indian Financial conditions, there is no such necessity 
that death duties should be levied now. 

Q. — ^If there was a choice between salt duty and death duty, which 
would you choose? 

A. — 1. would prefer salt duty. 

Q. — ^You would prefer salt duty on the iioor poi'.son, but you would 
leave untaxed the iicrson who gels properly by a windfall? 

A. — I do not take it as a windfall. I earn not onlj’’ for myself but 
for my kith and kin also. Why should I give to the State a jiortion 
of what 1 earn instead of to my own jico^dc? ff death duty is a matter of 
absolute necessity having regard to the linancial necessities, suppose the 
countrj' is invaded and a large sum of money is nece.ssary and money cannot 
be derived by any other source, then it is a different niattcr. 

Q. — Suppose you have a policy of extension of education and you want 
further resources : according to your theory you will havo to say the State 
has no business to go in for education? 

A. — I won’t saj- that it should pay for it bj* imposing death duties. 

Dr. Kydcr. Q. — On a point of theory. You say, “It is generally held 
that taxes stick to where thej* fallj but it may not bo that the death 
duties •will stick to the so-called beneficiaries. In the largo majority of cases, 
where the real properly is a house, the tax iiill be shifted to the tenant ns 
tenancy is more or less at will, and there is no active trade in house- 
building''. Let us get away froin iho inonetary difficulties and let us con- 
sider the house iiroi'erties and zamindaris. Government says to ahe zaniin- 
dar that when ho is quitting this world for every 100 acres of h.nd, he 
will have to give one acre. To the house projirictor, for ovci-y 100 houses 
that ho will have to give to the State one house. I would like to ask 
you when taxes ai'e being realized like this, how can these taxes affect 
the tenants. 

A. — ^You are thinking of a state of things that may not exist. 
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Q. — It is only to simplify matters. Js that one aero or lionso going 
to fly out of exigence? 

A. — What the man will do is he will sell one house aud then say he 
does not possess the house. 

Q. — ^The State will say we will take one acre. 

A. — I am not referring to the house-owjier. The person who comes to 
the house on the death of the person must inay the duty; whether it is 
to he given in one year or spread over ton years, the tenant will have 
to pay. 

The President. Q. — If in successive j-ears the rent null bo increased, surely 
the tenant will go to some other house? 

A. — ^If he coiild get one. 

Sir Percy Thompson. Q. — ^^Vith regard to income-tax you say diat there 
is a great deal of double taxation and you say, “Where the tax pjaid in 
the TJuited Kingdom is less, the relief claimed in India will be greater”. 
Let me explain to yo\i the system as at present woi-king. Suppose Indifin 
income-tax is one anna in the ruiiee and English income-tax is 4 annas 
in the rupee. Suppose a man makes an income in India on the basis of 
the in-eceding year Es. 5,000 a year, while in England it is calculated 
on the three years’ average and comes to Es. 50,000. Would you mind telling 
us what India will give? 

A. — On the tln-ce years’ average, suppose it Avas for the first year 
Jls. 1,000, second year Es. 2,000, third year Es. 3,000. On the third 
year average the amount i)ayablo A\iH bo Es. 2,000. 

Q. — That is in the year four? 

A. — ^Yes, on the English calculation. In India the amount paid, for that 
year, is Es. 3,000. When the tax paid there is on Es. 2,000, the relic! 
claimed here is on Es. 3,000. It sometimes takes place. 

Q. — ^That is quite right. 

A. — ^It is not Es. 2,000 that has paid double tax, but on Es. 3,000 
relief is claimed here, the relief is liigher and obtained. 

Q. — ^IWiat is your rate? 

A.' — ^I do not know actually the rate. I had in mind the case of the 
South Indian Railway. In India the relief is given on the Es. 3,000, 
but in England according to your calculation, relief is claimed on Es, 2,000, 
so it is not Es. 2,000 that pays double taxation, but relief is given to 
Es. 3,000. 

Q. — Eemember in that ca.se the first to suffer is the British Exchequer. 
Tax is presumably ijaid in India on Es. 2,000 and in England on Bs. 3,000. 
India giA'es relief to half. Hoiv do you say this, “Not only is the Indian tax- 
payer compelled to shell out year after year a decent i>ortioa of the reA'enuc 
to the relief of the IJuited Kingdom, but even the important source of 
interest on sterling debt paid in England escapes taxation” ? Where is the 
question of shelling out here? 

A. — Eelief is claimed on Es. 1,000, Avhich has not paid double taxation, 
is it not? 

Q.— No. 

A. — That actually takes place. 

Q. — I do not think you are quite right. Assuming it is right, it is 
little tall to call it .shelling out, ivhen the buUr of the relief is given 
on the Es. 2,000? 

A. — ^IVherc is the relief -given? So far as Es. 2,000 is concerned tbe 
tax is paid there in England. lEit when you come to us to give relief 
yon ask us' to give relief not only upon Es. 2,000 but also on Es. 3,000. 

Q. — Only when your rale is more than half the English rate. You 
don’t pay unless your rate is more than half the British rate which at 
the present moment it is not? 

A. — Of course, it is not likely to bo. 

Q. — What do you mean by .saying tiiat “the immunity froni taxation 
given to the interest reeeivei-s on our sterling debt in the United King- 
dom and the refund to the tax-p.ayer in relief of double taxation, raise 
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llio issue -wlietlier ilie tax is related to the taxable capacity of tlio peoide 
or not”? Of course it escapes taxation. When you issued the loan it 
u'as distinctly promised that it will bo free from incomeHax. 

A. — ^Who promised ? 

Q. — ^Tho Governnient of course. On the prospectus of those sterling loans, 
is there not a provision that it will bo free of taxation in India? 

A. — Tliat is a diiTorent matter. If the Government gives that uiulcr- 
taking, that is a case for excuse. JjTit T am suggesting that it ought to 
bo taxed. Jt docs not mean that the Government of India should not 
give oxeni])tion. Thej' say if you want to invest in India you won’t bo 
taxed which I say is wrong. 

Q.’ — ^I’ho point is this. If the Government of India wanted money, from 
England it has got to give a rate of interest, which should after deduc- 
tion of taxation should bo sufficiently attractive to the British investor. 
If it is subject to Indian taxation, they would not care to invest at all. 
It would bo scandalous for the Government of India to issue a prospecttis 
for subscriptions, saying it is going to be Tree of interest, and then to 
come and say that it Avill not bo cxcmi)t. 

A. — ^I am not saying that once the Government of India have inomissd, 
they should break it. 

Q. — Can you name any security which was not issued subject to the 
condition of its being tax-free? 

A. — ^I cannot say that. My point is that Government ought not to issue 
tax-free loans. If the Government of India or the people of India think 
that it is absolutely necessary that a certain amount of loan .should bo 
raised in the British market, then it i.s a dilferent matter. 

The President. Q. — INfay wo leave India altogether, for a moment. You 
are no doubt aware that there arc British securities free of income-tax. 
The British Government do not charge anything on the dividends and .secu- 
rities hold by their iieojdc. Is it not logical that Indian .sterling loan also 
should bo exempted seeing that certain loans are exempted oven in Eng- 
land? 

A. — ^I\fy point is that there should not bo any tax-e.xempt security at 
all. 


Q. — ^^rou are no doubt aware that there aie a number of British socii- 
rities which are issued incoinc-tax-fi-ee to rosidenks abroad; the British 
Government do Jiot charge iiiteiest on residents in the TJnitcd States of 
America on the dividends on these securities hold by them for exactly 
the same reason that, unless they gave exemption, they would have to 
l>ay the Americans a higher j-ale of interest. 

A.— I do not say that once exemption is given it should bo removed. 

Sir Percy Thompson. Q. — How do you accoiiiit for the fact that the 
whole world is borrowing monc\’ fi’oc of income-tax? 

A. — After the War, they have boon doing it. Before, each country 
was boiTowing without exemption from taxation. 

Q. — Before the War a good many countries did do it: England did 
not. But you mu.st remember that then" income-tax was a very small amount: 
now it is a very serious matter. 

A . — Having regard to the fuel that Iho market is tight in England, 
there is no necessity for India to go anci borrow there. 

Q. — But the point is that U' sterling loan is practically not taken ui) at 
all in India. ^ 

A. — If a tax-exempt security is issued, the point is not that the holders 
of that security should bo asked to pay: such securities ought not to bo 
issued, and if there is a necessity for them, j'ou must raise them as far as 
possible within the countrj’. 

Q- — Do you know of any rupee loans that are issued in India, sxdyect to 
the condition that they are free from income-tax? Aly impression is that 
they are liable to income-tax. 

A. — During the lust three or four yeans they' have been issued income- 
tax-free. 
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' Q. — Do you agree that, "we do not possess a monopoly or semi-monopoly 
in any of our exports sufficient to compel tlio foreigner to bear a portion 
at least of oiu- export duties?” 

A. — ^If it is true that in Javn they are now manufacturing a kind of 
coir for sacks at one-third the cost of sacks manufactured from jute, 1 
am afraid that the jute revenue may fall. They are now experimenting with it 
in Java and may succeed, 

Q. — ^You develop the theory that the free and unfettered ingress of 
untaxed precious metals is the necessary consequence of high import duties? 

A.— Yes. 

Dr. Hycler. -Q.— I daresay the fact is known to you that over since the 
days of Plinj% Indians have shown a decided preference for precious metals. 

A. — ^My own calculation was that India has one-fifth of the population 
of the world and our consumption was one-fifth of the precious metals 
dug out of the earth. 

Q_. — ^Has this_ manipulation of the tariff anything to do with the largo 
hoarding of pi’ecious metals? 

A. — No. If a commodity sells dear, a inan has an inclination to get 
less ; if you tax it high, he won’t purchase it. The imports have thus been 
reduced, and instead of importing goods, they are importing precious metals, 
certainly to a larger extent than they would otherwise do if the price of 
imported goods were less. Wo import precious metals to a larger o.xtent, 
hecauso wo think it is cheaper to import them than foreign goods. 

fiir Dercu Thompson. Q. — Have the imijorts of precious metals gone up? 

A . — ^Ijast year the import was 60 crores worth and the year before 40 
crores worth. 

Q. — ^What was it in 1913? 

A. — 1 think it was less. 

Dr. Dyder. Q. — ^Tho Government of India tax everything that comes 
to India, and therefore the people of India, being economic, got these 
precious metals. To ^ne extent that gold and silver buries itself under- 
grounch prices irill fall: to the extent that they are not buried, prices will 
rise. If 3 ’ou take this vohime of gold and sijver which comes to India omr 
a series of years, it will continuallj' be raising the price level in India, 
until prices rise very much. Then the people of India would say, "There 
is no point in bringing this gold and silver, let us bring in goods.” 

A. — ^I think a time will come Avhen they will think so. When Mr. Datta 
made his report, j'ou will find that the highest price level was reached 
by this country. The price level in other countries was lower. 

Q. — But this has nothing to do with our preference for gold and silver, 
which has been there for thousands of years. 

I should like you to refer to your statement "that the mill-owners who 
are naturally keen busine.ss men should consider dividend as their first and 
last objective is not in itself a vice. When the industry is capable of 
expansion, as the history of cotton industry has .shown it to be, the gro’.rth 
of competition will naturally bring down prices.” I should like .you, as an 
economist, to devoloj} this argument. Suppose there is competition, what 
follows next? Prices will come down? 

A. — Yes. 

Q. — ^More money having been invested in the cotton industry, the mill- 
owners will find that the returns which they obtain from their capital are not 
so great; therefore, thej' will force the Government of India to raise the 
tariff and so raise again the prices. That is the result that will come about, 

A. — Once you impose a protective duty, that will be the result, not 
only on cotton, but on every industr.y. The imiiort duty upon cotton 
goods must be considerably reduced, if you bring it down to 5 per cent 
it is not much. 

The President. Q. — ^I take it you are not an advocate of prohibition, 

A. — ^No. 

Q. — ^You think there is a great deal of illicit con.sumption at present 
and there will bo still more if you attempted prohibition? 

A. — Yes. 
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Q. — You sny tliore hns not Loon an nppvccinLlo reduction in the nnndier* 
of liconsas issued? 

A. — ^Tliero lins boon some reduction. 

Q.— 10,000? 

A. — ^No: compared with the number of licenses issued, the reduction is 
a little loss. Owing to high prices, maiij- are not going to the shops. 

Q. — You would leave the question of the distribution of shops encireJy 
in the hands of local boards and municipalities? 

A.— Yes. 

Q . — A good many of them have already declared in favour of ojitiro 
])rohil)ition, so that if you leave the distribution lo them they uill close 
thorn all. 

A . — 11 poAver is given to them, they Avill not close them having regard 
to their interests. Prohibition as preached from the platform is different to 
jArobibition in i)ractice. 

Dr. Fonuijpije. Q. — If a local body recommends prohibition, it must 
be able to make up for the loss of revenue. 

A. — Certainly. 

The President, Q. — ^You believe that local bodies Avonld abandon the 
prohibition policy altogether if their revenues were inA'olved? 

A. — ^Yos. 

Q. — ^You propose to make salt a comiiloto monopoly? 

A. — Yes. 

Q. — ^You would adopt largo-soalo prednction? 

A. — ^Yes. 

Q. — Uiulor “new taxes propo‘»cd” you suggest a tax on marriages, it 
will bo a sort of registration fee? 

A. — No ; 1 am for as few taxes as iJossible. 

Dr. Uydcr. Q — Are rice and wheal taxed in India? 

A. — There is an export duty. 

Q. — You quote the Duke of Arg\le as saying that “.salt appears to ho 
the only one Avbich at present can -occupy the i)lacc which is held in our 
financial system by the groat articles of consumption from Avhich a largo 
part of the imperial rovouuo is derived.” You go on to say that “ salt is 
usually cooked in India with articles of food, every one of Avhich is charged, 
and that lieaA'ilj’.” 

A. — am there referring to the produce from land. If you agree that 
land reA'onue is a tax. then everything produced from land is taxed. 

The President. Q. — Under “local taxation”, you say that the imposition 
of a profession tax and a house tax is do\iblo taxation. 

A. — I refer to land Avithin municipal area, AA'hich pays a tax to the 
municipality and also land revenue. 

Q. — ^They are both of them very Ioav, aren’t they? 

A. — That deiAonds AqAon the view take)i. 

Q. — Do you recommend a business tax? 

A.— Yes. 

Q. — You say that the assessing officer should be entirely independent 
of the municipal committee? 

A. — ^Yes. 
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' Written memorandum of Mr. Hall, 

Ocneral remarh. — ^Throughout the whole of those answers it is_ to he 
understood tliat tlie word ‘tax’ is taken to mean ‘a compulsoiy contribution 
made to Government under stated conditions when the contribution is not a 
quid pro quo for a specific service rendered’, 

Q. 10. — Tlie point raised is very controversial, and the question can 
be answered differently according to the view taken as to whether tlie 
ordinary assessment on ordinary ryotwari land is to be classed primarily 
as a ‘tax’ or -as a ‘rent’. Assuming for the sake of argument that ordinary 
assessment is to be classed as a tax — ^though personally I incline to the 
view that it should be cla.ssed as a rent— it would appear that certain 
items which are included in the ‘land revenue demand’ of tho Madras 
Presidency clearlj'- do not fall within the definition of a ‘tax’. The most 
important of these is the ‘water-rate’ levied for tho use of water supplied 
from a Government source of irrigation to dry land. This is decidedly a 
charge for which a quid pro quo in tho shape of water is given. More- 
over, it is not a compulsory contribution, for the owner of the dry land 

need not take the water unless he desires to do so and he can _ cultivate 
his land without the aid of the water.' The actual revenue realised from 
the supply of Government water to diy land must be veiw considerable. 

The actual figure is not available to me for reference. The ordinary land 

revenue demand undoubtedly also includes other items which clearly do not 
fall within tho definition of a ‘tax’, e.g. — 

(1) Sale-proceeds of lands sold. 

(2) -Revenue from process-service fees. 

(3) Penal water-rate. 

(4) Penalties for irregular occupation of land, 

(5) Costs in suits. 

(6) Sale of trees. 

(7) Cost of demarcation stones. 

(8) Demarcation fees, etc. 

The amount of revenue realised from such items is considerable. Again, 
tlie actual figure is not available to me for reference. 

■ ■ Q. 11. — There are a few minor items of the nature of ‘tree-tax’ and 
‘sale-proceeds of trees’ and ‘the usufructs of trees’^ which^ are credited to 
tho demand under ‘Forests’, There are a few similar items which are 
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credited to the demand under ‘Public Works Department’. There are also 
minor items such as ‘fines on straj' cattle’ and ‘lees in connection with the 
impounding of cattle’ Avhich are credited to the demand under ‘Police’. . 

Q. 12. — No. In connection with evci-^' item of forest revenue the idea 
of equivalent benefit is very prominent. 

Q. 15. — ^Tho charge for water supplied for irrigation is not always 
adequate and is sometimes grossly inadequate if by ‘adequate’ is meant 
that the charge levied for the water bears a reasonable proportion to the 
benefit derived from the water. Further, it is not always adequate if by 
‘adequate’ is meant that the charge levied for the water bears a reasonable 
proportion to the cost of supplying the water. It is notorious that wet 
lands and irrigated dry lands are in many cases owned by non-cultivating 
jiroprietors who sub-let them for rents which arc often many times the 
charge made for water. There seems to be little doubt but that some at 
least of the largo works classed as unproductive works by Government would 
be converted into productive works bj' increasing the charge for water 
without imposing upon the land irrigated by the watei- a charge whicli tne 
land could not bear with the greatest of case. It is also notorious that in 
many cases ryots would ivillingly paj' several times the water-rate nor- 
mally charged by Government if they could secure a regular supi)ly of 
water to lands which are now classed as drj’. (Tho Periyar S 3 -stem of 
iri'igation in the Madura district will afford illustrations in suppoi’t of this 
view). Possibly in tho case of tho older and smaller works of irrigation 
mainly consisting of tanks and small river channels tho charge made for 
water — whether it formed part of the wet assessment of wot lands or was a 
separate charge for tho irrigation of dry lands — was originally adequate. 
But tho tondencj' is for it to become less adequate with each resottloment. 
It is difficult to see on what principle the charge for water supplied for 
irrigation is now levied — more particularK' in tho case of large new works 
of irrigation. Tho charge for water supplied from these works follows the 
charge for water supplied from old and smaller works in tho same district 
and is no measui'o of the extra benefit derived by tho land from tho supplj' 
of water to it and has hitherto been no measure of tbo cost of sui)p1j’ing 
water to lands previously unirrigated. 

Concerning tho five plans suggested for levying a charge for water, 
I would make tho following remarks: 

I do not understand tho principle underlying the plan for charging 
only the bare cost of supplying water. To charge by volume is, I under- 
stand, an exceedingly difficult matter, and in tho Madras Presidency is almost 
certainly impracticable. To sell water by auction to tho highest bidder 
would create an objectionable class of middlemen, each of whom would pos- 
sess a monopoly for tho sale of water fi’om a particular source and would 
be able to sell the water at monopolj' prices. The sjstem would, moreover, 
result in gambling on the monsoon Avith many attendant evils. The .second 
and third plans deserve more consideration. Thei'o seems to bo no- parti- 
cular reason Avhy the same proportion of the combined output of land 
and Avator as Avould otheiAvise have been taken of tho output of the land 
should bo the basis of tho charge for Avater, Ainlo.ss it bo that this A^•as 
presumably the principle underljing tho charge for Avator made in the old 
ryotwari assessments in the kladras Presidoncj’. Possibly, the result of 
adopting this system in connection Avith noAv Avorks of irrigation Avould in 
some cases be to charge for the Avater a price Avhich is inadequate Avith 
reference to the cost ol supplj'ing tluT water. On tho whole, the charging 
of a fair commercial profit seems to be the soundest plan for the collection 
of charges for water. A question Avill of course at once arise as to what is 
a fair commercial profit. This is a matter Avhich must mainly depend upon 
the value of the commodity supi>lied to tho user, though it niAist also 
depend to some extent upon tho cost of supplying. ‘Fair commercial profit’ 
miAst not be confounded Avith ‘monopolj' profit’ in this connection. It is 
contrary to sound policy for the State to charge ‘monopolj'’ rates for the 
supply of any commodity of AA’hich it has tho monopoly. Tho charge lor 
water need not, and in my opinion ought not, necessarily to bo tho same 
throughout the whole area commanded by a single irrigation system. I 
Avould illustrate my point by an example. Tho value of Periyar Avater to 
the holder of irrigable dry land in tho Cumbum valley in the Madura district 
is very much greater than tho A'alue of the same water to the cultivator of 
irrigable dry land at the tail end of the Periyar delta in the same district. 

Q. 16.-^I am not quite sure that I understand what is meant by 
tins question. In the case of agricultui-al land, the land presumablj' in- 
creases in value only because of tho increase in tho value of the crops 



wilicli it cau produce. On this assumption, the obvious way to secui'e rt, 
share for the State in the increased value of the land caused by the supply 
of water is to .charge a suitable sum for the supply of the water by tlie 
agency of which the value of the land has been increased. It seems 
reasonable that Government should take a share of this increased value 
of the land, as the increase is th^ result of the action of Government in 
supplying the water. 

Q. 17. — ^Under section 30 (ii) and (iii) of the Madras Estates 
Land Act, the landholder can secure an enhancement of rent owing to 
the construction of a work of irrigation by himself or to the construction 
of a work of irrigation by Government if he has been made to pay a portion 
of the cost of the construction of the Go%’'ernment work. 

Q. 33. — ^The answer to this question woiild depend ujion the nature 
of the tax which is to be abolished, e.g. : 

I do not consider that it would be proper to replace the tax on salt 
by OJily an increase in the rates of income-tax. If it were necessary to 
increase the rates of income-tax, such increase should be graduated so as 
to fall more heavilj' on the larger incomes. 

Q. 34. — ^The present scheme of graduation works well enough. I do 
not} know what tho_ continental practice^ is. A scheme of graduation on 
the English system is unsuitable to conditions existing in India. 

Q. 35.— No. 

Q. 36.— No. 

Q. 38. — ^I see no reason whj' the income of an absentee landlord, or 
the income of a money-lender who has become a landowner through the 
foreclosure of a mortgage, should be exempted from income-tax. 1 consider 
that the actual earnings of a farmer should not bo liable to income-tax. 'J he 
land revenue partakes more of the nature of a ‘rent’ than of the nature 
of a ‘tax’, and the burden of it is on the shoulders of the farmer. This 
must necessarily be so. 

Q. 40. — I have yet to learn that the Indian limit of Es. 2,000 as the 
income exempt from income-tax represents the actual cost of subsistence. 
I had always understood that the exemption of small incomes in India from 
income-tax was solely a question of Avhether the cost and inconvenience 
involved in collecting the tax was ivorth the money realised. On this 
understanding the second part of the question does not arise. 

' Q. 41. — ^Within limits income-tax is undoubtedly a tax on ‘honesty’ in 
India. To some extent this reproach is being removed by the two causes 
indicated, and in the Madras Presidency the reproach has probably been 
considerably removed. 

Q. 42. — A standard form for trading accounts Avould be convenient^ but 
I see no prospect of such accounts being properly kept by the ordinary 
income-tax assessee for many years to come. 

Q. 43. — Such publicity 'methods are unsuitable to Indian conditions. 

Q. 51.— Yes. 

Q. 52.— Yes. 

Q. 53. — The rate of tax at present imiiosed in India is low — unneces- 
sarily low. 

Q. 58. — I see no particular merit in the jiroposed change. 

Q. 61. — I do not anticipate the introduction of a policy of total prohibi- 
tion now or in the near future either generally oi- in particular areas. The 
administrative difficulties involved in the adoption of such a policy are in- 
suxrerable in India. 

Q. 63. — I accept the first and second^ statements. 1 do not accept tile 
third statement because of the existence in it of the word ‘only’. I accept 
die fourth statement. I accept the fifth statement. I do not understand 
the sixth statement. 

Q. 64. — The policy followed in the Madras Presidency at the present 
moment is the policy of which I approve. 

Q. 72.— Yes. 

Q. 73. — ^Yes. 'The system to wliich I am referring is the disiiosal of 
annual licenses by auction. 
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Q. ?4. — do not accept the accuracy of the assertion in so far ad 
arrack and toddy in the Madras Presidency are concerned. I have no 
reason to think that the prices now being obtained at the annual auction 
sales for licenses for the retail vend of arrack and toddy include anything 
in the nature of a monopoly value. Possibly, the question of monopoly 
value has to be considered in connectioti with the pi-ices realised at tUe 
annual sales of licenses for the retail vend of intoxicating drugs. If so, 
it is only right that as much as possible of this monopoly value should go 
to the credit of the State in the shape of the increased license fees realised 
at the auction sales. 

Q. 96. — ^By ‘tax’ I understand ‘a compulsory contribution made to 
Government under stated conditions when the contribution is not a quid 
pro quo for a specific service rendered’. 

By ‘rent’ I understand ‘the price paid for the hire of land’. 

Land revenue under the Madras ryotwari system is a ‘rent’. Jin 
theory it is presumably half the ‘economic’ rent. In practice, it bears no 
fixed proportion to economic rent. It varies from a small fraction of such 
economic rent to a figure which approximates very closely to the whole econo- 
mic rent. This approximation is of course reached only in the case of the 
very worst class of dry lands which have not yet been brought under cultiva- 
tion, and which possibly never Avill be brought under cultivation. These 
lands possibly never would be brought under cultivation even if no land 
revenue at all were to be collected from them. 

It seems to me that to regard ‘land levenue’ as a ‘tax’ presupposes 
private omiership. The Jladras ryotwari system precludes any 

idea of the private ownership of land. It is to be noted that 

section 1 of the Madras Revenue Recoverj- Act, though it describes 
the ryotwari pattadars as landholders, describes them not as owners of 
land but as holders of laud. The State is regarded as the ultimate owner 
and from tlie State’s tenants who hold the p>ottas for i-j-otwari lands is 
collected rent in the shape of land revenue. The facts that the lease is a 
permanent lease, that the rent levied in the shape of land revenue is liable 
only to restricted enhancements or reductions, and that the paitadar has 
full rights to transfer his holding without the permission of the State, 
do not alter the nature of the relationship between the paitadar and 
Government. The fact that in the Madras Revenue Recovery Act the 
State’s tenant is described as a landholder possiblj' obscures the real nature 
of the relationshiiD between the State and its tenants, but cannot alter the 
nattire of that relationship. So long as the patta stands in a particular 
man’s name, he is regarded as the State’s tenant for all ijie lands included 
in the patta — even if he has parted with them — and it is to him that the 
State looks for the payment of its rent, i.e., the land revenue for all the 
land included in the patta. 

Land revenue in the Madras i-yotwari system is not even a compul- 
sory contribution made to Government. It is open to any pattadar to 
relinquish his land and thereby escape liability for the land revenue. Of 
course, a pattadar owning valuable land paying to Government in the shape _ 
of land revenue only a fraction of the economic rent of such land would not 
be so foolish as to surrender his holding merely to escape the jiajunent of 
land revenue. The fact that the vast -majority of . ryotwari lands are 
of this description obscures the voluntary nature of the payment of land 
revenue; but that the contribution in the shape of land revenue is not 
compulsory becomes obvious when we deal with the worst class of lands 
in which land revenue approximates to economic rent. A piece of land is 
sometimes taken on patta, cultivated for two or tlu-ee years and thra 
relinquished to Government owing to the fact that the pattadar has _dis- 
coveied that the profits to be realised from the land are so small that it is 
not worth his while to cultivate the land and to pay land revenue to 
Government. Accordingly, he relinqiiishes the land. 

The position is different with reference to lands included w-ithin the 
definition of an ‘estate’ contained in the Madras Estates Land Act. A 
landholder under this Act is described as the owner of an estate. _ The 
amount which he has to pay to Government in respect of the land which ho 
owns is a fixed sum, which makes no pretence to be based upon economic 
or any other kind of rent. In a sense it is a ‘rent’ ; but it is possible 
just as reasonably to regard it as a ‘tax’. The point, however, is of 



academic interest only. These landholders themselves collect rent from 
their tenants. Were the State now to step in and levy for itself a percent- 
age of this rent, the levy would obviously bo a ‘tax’. The whole land has 
already been given over to a private owner who hands over the land to his 
tenants as a quid pro quo for .the rent which they paj' to him. The State 
has therefore no quid pro quo to give for such a levy. Under the ryot- 
wan system, on the other hand, the land itself is actually given by the 
State as the quid pro quo for the land. 

I am not in a position to speak about the systems in force in other 
parts of India. 

Q. 97. — ^No. In the Madras Presidency the so-called land tax, being a 
rent which is practically invariably much less than the economic rent, 
cannot materially affect the prosperity of the cultivator. The chief causes 
which influence the prosperity of the actual cultivator are the season, the 
distribution and quantitj^ of the rainfall, the existence or absence of agri- 
cultui-al pests, and his own industry and knowledge of agriculture. In 
addition to the land revenue, the actual cultivator very frequently pays a 
rent either in cash or kind for his holding to the person who holds the 
actual patta for the 'land from Government. The rent charged by these 
middlemen is frequently far in excess of the land revenue collected by 
Government. The existence of such rents levied by middlemen is sufficient 
to show that land revenue in itself does not, and cannot, affect the pros- 
perit 5 ’ of the actual cultivator. Even in the case of the poorer class of lands 
which do not admit of the levy of rent by middlemen, land revenue does 
not, and cannot, affect the prosperitj’ of thfi actual cultivator. Did it so 
affect his i)rosperity, this class of lands would go out of cultivation. 

Q. 98. — ^The criticisms would appear to have been made by a person who 
is entirely ignorant of the actual facts of the Madras land revenue system. 
Whether he has actual practical knowledge of the land revenue systems of 
other provinces I do not know. 

I believe that I am correct in quoting Adam Smith’s own statement of 
his first canon as follows: 

“Taxes should be equal, or proportional to the revenue which each man 
enjoys under the protection of the State, i.e., to his ability to pay; for the 
expense of Government to the individuals of a great nation is like -to the 
expense of management to the joint tenants, of a great estate who are all 
obliged to contribute in proportion to their respective interests in the 
estate'’. 

It seems to me that the Madras ryotwari system fulfils the require- 
ments of this canon as closely as it is possible for any system to fulfil them. 

The second of Adam Smith’s canons runs, I believe, as follows: — 

“The tax which each individual is bound to pay ought to be certain 
and not arbitrary. The time of payment, the manner of paying, the amount 
.to be paid ought all to be plain and clear to the contributor and every 
other person”. 

Again, the Madras ryotwari system fulfils closely the requirements 
of Adam Smith’s canon. The time of payment is fixed. The manner of 
paying is fixed. The amount to be paid is fixed — at any rate for .30 years 
and the fact that it is liable to revision on definite known principles after 
30 years is well known, ‘Certain’ is not the same thing as ‘unalterable’. 
Time, manner and amount are all plain and clear to the contributor and 
to every other person. Even in respect of such miscellaneous items of land 
revenue as water-rate, faslijasti, etc., the IMadras ryot is not faced 
by any element of uncertainty. The rates at which he is going to be 
charged are perfectly well known to him and the amount of land to which 
ho is going to procure the application of these rates is a matter within 
his own discretion. 

The third of Adam Smith’s canons, I believe, runs as follows: — 

“Every tax ought to be levied at the time and in the manner in 
which it is most likely to be convenient for the contributor to pay it”. 

This canon is strictly observed by the filadras lyotwari system. 
Particular care is taken to see that the time at which land revenue h.as 
to bo paid is that most convenient to the actual cultWator. I do not Imow 
the s.U 2 iposed facts upon which the charge of tyranny and extoi-tion .are 
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based. Seeing that it is open to any pattadar to remit liis land revenue 
by money order and that the amount to be paid and the time of payment 
are perfectly well known, it is difficult to see how there can be wholesale 
extortion. So too with tyranny. 

Ill respect of the fourth of Adam Smith’s canons, i.e., the ‘economy’ 
canon, the Madras i-yotwari system perhaps lays itself open to criti- 
cism ; but the criticism is ill-founded. It ignores actual facts. The charges 
of the district administration including the cost of village establishments 
amount to about 26 per cent of the collections of land revenue and cess; 
but the same district staff perform multifarious duties in addition to the 
collection of land revenue. Amongst other things they collect excise revenue. 
In 1923-24 the incidence per head of population for the Madras Presidency 
of land revenue and excise was respectively Es. 1-10-2 and Es. 1-3-9. It 
will thus be seen that owing to the factor' of the collection of excise 
revenue alone, the apparent cost of collecting land revenue falls from about 
26 per cent to something more in the neighbourhood of 16 or 17 per cent. 
Allowances have still to bo made for the performance of numerous other 
duties by the establishment the cost of which is commonly (by ill-informed 
critics) described as the cost of collecting land revenue. 

Q. 99. — The inequality is not serious owing to the fact that the increase 
in assessment at resettlements represents _ only a fraction of the iiercentage 
increase in prices which took place during the currency of the previous 
settlements. Inequality of this kind is unavoidable in practice. 

Q. 100. — I have yet to learn that the income of Es. 2,000 a year is con- 
sidered to be the ‘subsistence level’ in India. The exemption of incomes below 
Es. 2,000 a year from income-tax was given for reasons of practical adminis- 
tration and not with any idea that this figure of Es. 2,000 represented 
the ‘subsistence level’. This being so, the second part of the question does 
not arise. In any case, an agriculturist’s income is not taxed. What is 
levied from agriculturists is a rent on their land. 

Q. — 101. — I know of no way to check fraction isation of holdings. _ A 
tax on mutations would certainly not check fractionisation, though it might 
prevent the registration of the fractions. From this point of view, the 
imposition of such a tax is to be deprecated. 

Q. 102. — If this question suggests that waste land likely to be affected 
by a new irrigation scheme should not be allowed to be assigned by -Govern- 
ment, my answer is in .the affirmative. Once the waste land has actually 
become affected by the irrigation scheme, I see no reason why it should 
not be assigned. Government can secure its share in the increased value 
of the land by making a proper charge for the water and by selling the 
occupancy right in the land by auction. 

Q. 103. — If by ‘uniform plan’ is meant ‘uniform rates’, then the adop- 
tion of such a uniform plan is imiiractjcable owing to the different condi- 
tions existing in different municipalities. If by ‘uniform plan’ is meant 
a ‘uniform method of calculating the rates’, then such uniform plan is at 
present followed in the Madras Presidency. I certainly would not advocate 
the abandonment of this field of taxation to local authorities. The calcula- 
tion of ground rents is a highly technical and difficult subject which is 
entirely unsuitable for final handling by amateur hands. 

Q. 104. — The ordinary method of comparing the incidence of taxation is 
to divide the yield of the various taxes by the total population of the pro- 
vince under examination. The result of course is entirely meaningless; for 
no particular tax — other than taxes stich as the salt tax is — is paid by 
every member of the population of the province. To answer this question 
of incidence properly, it is necessaiy to know what is meant by ‘incidence’. 
If by ‘incidence’ is meant the average amount which each person paying 
land revenue actually pays, then none of the five methods indicated M'ill 
produce the required result. If by ‘incidence’ is meant the average pi’es- 
sure of the land revenue upon the land itself, then the second method 
indicated will give the most satisfactory result. 

Q. 106.— Yes. 

Q. 108. — Of octroi I have no personal experience. It is difficult to see 
by what tax or taxes either house and land tax or land cess could be 
adequately replaced. 

^ Q. 111. — I consider that there is every justification for the general 
maintenance of tolls in the Madras Presidency. I admit that they are 
objectionable; but as the result of inve.stigations preliminary to an actual 
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attempt to abolish them iu the Madura district, I have come decidedly to 
the conclusion that they cannot at present be replaced by any other form 
of tax and that they realise a tax which is properly placed upon the 
users of the roads for whose benefit the roads_ are maintained. I am not 
prepared to lay down any minimum limit of distance between one toll gate 
and -another under the circumstances at present existing in the Madras 
Presidency. Were all toll gates under one central control, it might be 
possible to introduce a minimum limit of distance; but in view of the facts 
that municipalities control their own toll gates, and District Boards' control 
their own toll gates, and that it is practically impossible for them to arrive 
at any mutual agreement for the division of the proceeds of toll gates on 
the bpundaries of the jurisdictions of these bodies, these bodies must be left 
the right to institute toll gates where they consider that it is just for them 
to do so. 

Q. 112. — ^The owner of any commoditj' subject to rent is able to shift 
the bulk of the burden of anj^ tax levied upon the commodity on to his 
tenant, provided that the rent which he is extracting from his tenant is 
less by_ the amount of tax than the economic rent of the commodity. In 
my opinion, house and land tax and land cess should be levied primarily 
from the owner of property. 

Q. 114. — In Madura Municipality houses whose annual rental value is 
Rs. 18 or less are exempted from house tax, provided that the owner does 
not pay either income-tax or profession tax. 

In Dindigul Municipality properties whose annual rental value does 
not exceed Rs. 12 have been exempted from property tax. 

In Periyakulam and Kodaikanal Municipalities no exemptions from pro- 
perty tax have been given.' 

Q. 115. — In the IMadras Presidency within municipal limits ground rent 
is le'vdable on sites assigned under the town site rules, which apply to all 
municipalities and to unions which have a population of not less than 
6,000 inhabitants residing in houses more or less contiguous, and which 
have a distinctly urban character. Ground rent is not levied on old house- 
sites which have been long under private occupation. Nor is it levied 
on patta lands assessed to ordinary ryotwari assessments, even though 
such lands may have been built upon. ISHiere ground rent is levied it is 
calculated at 4 per cent of the freehold value of the land. In practice a 
Scale of standard rates if followed and if the ground rent calculated is 
intermediate between two of the standard rates, the lower rate is adopted, 
and the difference between the ground rent actually calculated and the rate 
adopted is realised by recapitalising tins difference at the rate of 4 per 
cent and collecting it as a purchase price for the land. 

Such is the present policy concerning the levy of ground rent in the 
Madras Presidency. I gather, however, that the Committee’s question 
relates rather to the taxation of the undeveloped value of land already o'wncd 
by private j^ersons — whether absolutely owned as in the case of the old house- 
sites already referred to above, or whether occupied on patia as in the case 
of the other class of lands already referred to as exempt from ground 
rent. Tlieoretically, of course, the undeveloped value of such lands is a fit 
subject for taxation, but in view of the fact that the attempt to tax such 
undeveloped value in England was a complete failure, I view with no 
enthusiasm the attempt to levy such a tax in the much more difficult condi- 
tions of India. 

Q. 118. — Generally speaking, no. 

■ Q. 163. — Generally speaking, yes. 

Q. 164.— No. 

Q. 165. — The answer to this question would depend upon the nature of 
the control exercised by the State in each particular case. 

Q. 167.— Yes. 

Q. 168. — ^The existing land revenue staff is 'not excessive for its present 
duties. 

Q. 171.— Yes, 
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Written memorandtun of Kr. Holdsworth. 

Q, 96, — ^The difTerentia of a tax as opposed to a rent are — 

(1) that it is a compulsory contribution to Government, 

(2) that it involves Government in no specific quid pro quo, and 

(.3) that the rate of contribution is not fixed by competition or 
bargaining, but is fixed on such general considerations as seem good to - 
the governing body. 

A rent on the other hand is — 

(1) A contractual payment to the owner or legal disposer of a given 
' property. 

(2) It involves a specific return in the fom of rights to enjoyment in 
the property. 

(3) The rates are fixed on the basis of the actual value of enjoyment 
in the property to the renter as influenced Ijy what are known in economics 
as the factors of supply and demand. 

The land tax of the Madras Presidency judged by these standards is in 
theory a rent, but in practice a tax. Inasmuch as it represents the com- 
muted value of the Government’s share in the produce and involves the 
theorj' of the ultimate ownership of the soil by Government, it is a rent 
paid to Government in return for the right of enjoying certain land. In 
practice, however, the sense of private property in land is growing at the 
expense of the theory of Government ownership. It is doubtful whether 
the modern rj’ot looks upon himself as the tenant of Government, Ho 
would probably regard the sale' of land for arrears of land revenue, not as 
a lapse of tenancy ovnng to breach of contract but as a distraint' on a 
defaulter’s property, and the reversion of relinquished land to Government 
as on a par with the principle governing the disposal of treasure trove 
and analogous to escheat. 

The above question is open to much discussion, but it must be admitted 
that the right of a pattadar under Government is much wider than that 
of the pure tenant. The ryote tenant of the Estates Land Act is not a 
real tenant but a special kind of pattadar. To find the real tenant in 
India we must go to the Ie'=sec. He pays as rent either a fixed amount 
or a proportion of the crop. The Government assessment represents a 
proportion of the crop but it seems to differ from rent as w-e find it in that 
the rates are not fixed by contract or bargaining. Further they are not 
based on the value of the actual crop grown but on the estimated outturn 
of each field in terms of some staple food grain. Considerations of com- 
petitive value which affect sale prices and lease rates are not considered: 
The scrutiny of such figures in a Madras settlement or resettlement is 
made to check the accuracj' of the estimates alreadj’ made on the basis of 
general outturns or a general rise in prices. In those parts of India where 
assessments are based on actual I'cntals the assessment approximates mpre 
to a rent than in Madras. The practice in recent resettlements of raising 
the assessment b.v a percentage much less than the percentage rise in the 
money value of the staple food grains has obscured the underlying theory 
that the land tax represents a shai’e of the produce, and the recent order 
limiting enhancements to 185 per cent seems to abandon it altogether, 
and_ to involve the recognition of assessment as a tax that must be imposed 
subject to the general considerations that govern all taxation. 

In any case, the Madras land tax is not a competitive rent. Settle- 
ment figures show that on an average it is about one-seventh of the letting 
value of the land. 

Q. 97. — ^ily experience is confined to the rich districts of Tanjore and 
Ttistna. It is a general criticism of our existing rates of assessment that 
the richer lands are not as heavily burdened as the poorer. In as far as 
this criticism is justified it vitiates observations founded on a consideration 
of incidence in fertile deltas. 

If the land tax seriously affected the prosperity of the cultivating 
owner, we should expect to find the inamdar much better off and the value 
of inam lands much higher than that of ayan lands. This, however, is 
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not apparent. If tlie assessment wore a serious factor we should expect a 
fall in land values succeeding a resettlement. I do not know wlietlier this 
aspect of the case has ever been carefully studied, hut in Tanjore the 
sale A'alue of land prior to the fixing of z-esottleinent z’ates was comjzaz’ed 
with the value of lands for two 3'ears after the Government order saziction- 
ing the enhanced rates had been published. No marked fall was obvious. 

Prosperity depends largely on the adjustment of income to expendi- 
ture. It is not merely a matter of size of income. Such adjustment 
depends in its turn on unifoz-mity of income and expenditure, year by year. 
This is the cultivator’s difficulty. His income depends _ to a greater or 
less degree on the seasons. Whore, as in the deltas, vicissitudes of season 
are miizimised, he can count on a faizdj’ regular outturn vaz-j-ing wibhizz 
narrow limits. His cultivation expenses are 011 the whole uniform, the 
only fluctuating item being the possible heavj^ replacement of cattle if 
disease breaks out. His assessment is for long periods constant. He can, 
as a z'ule, couizt on a regular surplus. If prices az-e steady, he can 
reckon on a constant money equivalent. His family exizenses depezzd 
on the number of its members. This is an item that is likely to 
increase. He is also liable to heavy expenditure on znarriages which 
seriously affect his financial positiozi. As a z-ule, he puts his surphzs, 
if anj’, into land, usually borrowing the balance of the purchase zizoney. 
For small surpluses for which he has no immediate use, he finds a ready 
borrower at 12 izer cezit in some zzeighhouring z-yot who has a marriage 
to celchz’ate or a izew field to buy. My experieizcc iiz settlezzzent wozlc 
szzggests that the izzdehtedness of the z'yot is zzsuallj’ due to ozze of three 
causes — 

(1) Azz attempt to maizztain too mazzy people on too small azz area. 

(2) Extravagaizce in celebrating nzaz’riages. 

(3) An unduly optiznistic exlensiozz of his property on bozTowed money. 

The last two causes are instances of a failure to adjust income to 
expenditure and have nothing to^ do with the size of the income. The fiz-st 
caztse is often the result of continued partitiozz of the family propezdiy. A 
man in these circumstances can always take land on lease, and there is 
many a man zvho rescues hizzzself and his family fronz such povez-ty by his 
industry on the lands of others. 

In zny eizquiries I have vez-y rai’ely heard the burden of the revenue 
advaizced as a cause of econonzic difficulty. On the other hand, the ryots 
of tail-end villages have admitted that, given a regular zvatez’-supply, they 
did not care about the pitch of the assessment. 

Lease values represent pure profit to the ozvner. Assessment is about 
one-sixth to one-seventh of those. The return reaped by the actual culti- 
vatizzg ozvner is greater than this, and I have found that on the basis of 
estimates zmluntarily furnished by the z-yots the assessment is about ozze- 
ninth to one-tenth of his outtzzrn as comnzzzted at the lowest selling price. 
As a rule, the assessment forms about one-eighth of his total yearly 
expezzditure. 

'The above remarks relate to the cultivatizzg ozzTier. The question 
refez-s to the cultivator. The_ landless cultivator is zzot affected by assess- 
ment. It inflziences neither the rate for casual or regular labozzr nor the 
tez-ms of leases. 

Q. 98. — (1) In theoz-y, the Madras assessment is on the land azzd does zzot 
take into consideration the crop grown or the circumstances of the culti- 
vator. To that extent it ignores the ‘ability of the subject to pay’ whether 
higher or lozver rates. In practice, however, resettlezzzent rates are fixed 
oizly after a careful survey of the economic condition of the distzuct affected 
and of its material progress durizzg the preceding settleznezzt period. The 
results of this examination are reflected in the izroportion of the theoreti- 
cally justifiable enhancement of existing rates which is actually imposed. 
While tlze ‘ability to pay’ of the individual ryot is not examined, the 
ability to paj’ of the zyot population in general is thoroughly considered. 

(2) To tlze extent that assessizzezzts are liable to revision evez-y 30 
yeai's there is the element of uncertaizzty about the lazzd tax izz Madras. 
There are, hozvezmr, very few taxes that are fixed in perpetuity. Izzcozzze- 
tax rates az-e z-evised wheizever it is considered necessary. There is much 
VlI-64 
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more iiiicertaiaity about other taxes than about the land tax which is un- 
alterable for at least a generation. Revisions of other taxes are made on 
no other criterion than the necessity of the State. The laud tax is revised 
in practice solel 5 ^ on a simple and invariable basis — the rise in the value of 
food grains. Reclassification or a_ revision of the fundamental basis of 
the assessment of individual fields is rarely done; and then only where a 
continuance of the existing classification would involve in material in- 
equality in the assessment. It is not used as a device for increasing the 
total revenue. It frequentl 3 ’ has the opposite effect. 

Reasonable enhancements are imposed. Except in the most excep- 
tional cases and in small and special areas,- recent enhancements have never 
exceeded one-third, and more recently one-fourth was the usual rate. For 
the future a maximum of ISJ per cent has been fixed. Invariably, the rise 
in the value of food grains has been double and usually more than double 
the enhancement imposed. It is sometimes said that in Madras we have a 
permanent settlement in terms of grain. Actually we have a progressivelj' 
diminishing revenue in terms of purchasing money. 

(3) It is not obvious how any system could be less open to tyranny 
and extortion than the ryot-\vari system as known in Madras. Each 
ryot has his patta on which is recorded the fields in respect of whidi lie 
has to pas’- assessment together with the area and charge on each field. 
This is invariable during the currency of the settlement. Where, however, 
the ryot cultivates waste or poramholce land or wet crops on a dry field 
of two crops on a s'ngle-crop field, he is liable to an e^rtra charge which 
is calculated on fixed and known rules for the areas on which it is actually 
incurred. It is, however, always open to the ryot to apply for patta 
for the waste he cultivates, to get his field transferred from dry to wot 
and pay a consolidated and unvarying rate, and to compound for his two 
wet crops. In other words, he can substitute for the fluctuating items a 
fixed item in his patta. 

A modern resettlement involves m itself very few subordinates and they 
are mostly in offices. There is no horde of grasping classifiers loosed on the 
district. 

In Madras the Jcist season follows the harvest. This must be so if 
Government are to be reasonably sure of realising the revenue. The con- 
venience of the times and instalments fixed for each district are always 
examined at a resettlement. 

(4) It is fallacious to compare the percentage costs of collection of 
various taxes without taking into account the total amount realised thereby. 
The State requires a certain sum to meet its obligations. It is no doubt 
feasible to obtain a certain part of that sum by imposing taxes easy and 
cheap to collect but taxation, like other things, is subject to marginal 
returns. It would be unfair, for example, to compare the cost of collecting 
income-tax on incomes above Rs. 2,000 with the cost of collecting land 
revenue which is made up of many mimite contributions. If the taxable 
basis were lowered the percentage costs of collecting income-tax would 
rapidly increase. 

It is well known that the revenue staff performs many . functions 
besides the collection of land revenue. Apart, however, from this, much of 
the expenses of collections could be sa^md if some moans c'ould be devised 
of substituting for the fluctuating items of revenue a consolidated or 
compounded charge. This question is under investigation. I would further 
submit that the maintenance of the registry of pattadars is an expensive 
item which is not properly debitable to costs of collection. As long as the 
assessment is secured on the land, it seems unnecessary for Government to 
take expensive measures to keep the registry of pattadars up to 'date 
simply for the sake of its revenue. The onus might be thrown on the 
ryot. The main difficultj' in this work at present is the indifference of 
the ryot to registry. Government’s idea has hitherto been to maintain 
in the interest of the ryot as accurate a registry as possible in return 
for the revenue. The cost of maintaining registry is therefore not an 
expense of collection but a public service. 

Q. 99. — The Board of Revenue has replied to this question. Another 
factor that has tended to keep rates at a similar level has been the pro- 
gressively decreasing proportion of the rise in prices that has been added 
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to tho revenue assessment, and the natural tendencj' of Settlement Ofiicers 
to be guided by the rates approved by Government in the districts resettled 
immediately before tbeir own. 

Q. 100. — Ks. 2,000 is well above the subsistence level in Madras. 
It represents Rs. 166 a month, a rate of j^ay that only two subordinate 
members of a settlement party can draw. It represents the net income from 
about 30 acres of good wet land. There are many ryots who save and 
buy more land on less than half this holding. It would be extremely diffi- 
cult for a taxing officer to estimate a ryot’s income and allow for the 
necessary cultivation expenses. Ryots often own land in several villages, 
and the Government accounts are villagewar only. It would be necessary 
to examine the accounts of several villages and question the harjiams to 
collect the total bolding of a ryot. It would be essential to decide in 
each individual case the legitimate cultivation expenses to be allowed. To 
estimate a general scale for cultivation eximnses has been found extremely 
difficult in settlement, and the attempt is no longer made. There would 
be no evidence for the actual outturn of any particular year or for the 
price realised beyond the ryot’s own admissions. He rarely keeps 
accounts. Any attempt to decide on the total income must therefore 
degenerate into the application of some such general principles and rules 
as we adopt in settlement. It would be applied to individuals instead of 
to a district; it would recur every year instead of once in 30 years. It 
would probably mean individual appeals, and ^the expense and trouble 
would doubtless be out of all proportion to the revenue secured. If com- 
plete exemption below Rs. 2,000 were granted, there would certainly be a 
good deal of real or nominal fractionisation of holdings, but it would affect 
only the larger holders as an income of Rs. 2,000 requires about 30 acres 
of paddy land or 130 acres of ordinaiy wet land. If there were a partial 
rebate of assessment on incomes below Rs. 2,000, the effect would be less 
as the dangers of real or fictitious fractionisation would be held to outweigh 
the kist saved, for in general the ryot does not consider it a serious item 
in his economy. 

Q. 101. — An indiscriminate tax on mutations would neutralise the 
process of the consolidation of holdings which is going on side by side with 
their fractionisation. The ryot with a little money to spare always casts 
his e 3 ’e on the field next door and one constantly finds that many sales of 
land are realfy exchanges between ryots to consolidate their respective 
holdings. It is doubtful whether a tax on mutations would check the 
fractionisation which is an integral part of Hindu social customs and in- 
heritance. It might tend to drive it underground. It would also impede 
the only system of deposit that the ryots commonl 5 ' practise. Instead 
of paying his savings into a hank he secures them in land until such 
time as a marriage or some emergency comes along when a sale realises 
his caiiital and he meets his ex^jenses. 

Some tax on partitions of landed property might do something hut it 
would probably bo evaded by hcnami sales. It ite almost impossible by 
legislation to change the rooted social habits of the governed. Ilntil there 
is. some sign that public opinion would welcome and support some such 
legislation as is suggested it would be a failure. 

Q. 102. — ^This principle is applied to the disposal of lanha and padv- 
gai land in this district. The right to cultivate these lands is leased out 
for varying terms by auction. The financial advantage of such a course 
is well illustrated by the difference Between the assessment on lanJca lands 
in which patia rights were formerly acquired and the bid secured for the 
adjoining leased land. The lease is often Rs. 100 an acre. The highest 
assessment known is Rs. 13. 

Tlie question that arises in this connection is whether such a course 
is calculated to secure tlie develojiment of a newly opened tract. The 
tenant is not likely to give the land the same care and attention as the 
owner. In the case of lankas and padugais the yearly submersion by the 
river floods compensates for any neglect by a temporary tenant. It is 
difficult to see on what basis enjoyment is to be permitted except on that 
of leasing to the highest bidder. This form of rack-renting is not compa- 
tible with the position of Government in respect of permanent tracts as 
opposed to tho elusive lanka. 
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Messrs, Hall and Holdswortli gave oral evidence as follows 

The President. Q. — ^Wliere are you Collector? 

3Ir. Hall. A. — ^At Madura. 

Q. — Have you done settlement work in any district? 

A. — have not done an 3 ' settlement at all. 

Q. — ^You have come to advise us on land revenue principles? 

A. — On ordinary administration. As regards the settlement side of 
land revenue, 1 have no practical experience. T pointed that out and 
suggested tha.t a Settlement Officer should come v'ith me. The settlement 
part of the vork does not come very much into the actual district adminis- 
tration. 

Q. — Can you apply 3 ’our definition of a tax to items 2, 3, 4 and 5 
referred to in your statement (Q. 10 ) and tell us whether these items come 
under the category of tax or non-tax revenue? 

A. — extern 2, revenue from process-service fees ; it is merely a fee to 
' cover the cost of establishment required for the collection of land revenue. 

Q. — ^If the collection more than covers the cost, is that an item of com- 
pulsoiy contribution ? 

A. — ^It is merely bad budgeting. 

Q. — The other condition is that the contribution is not a Quid pro quo. 

A. — If there is a surplus from process-service fees, it is more in the 
nature of a penalty. 

Q. — ^Wliat is a penalty? 

A. — It is a iiunisliment. 

Q. — ^Let us look at it from the purel.v economic point of view. Is it a 
compulsory contribution under stated conditions when the contribution is 
not a Qxdd pro quo? 

A. — ^You might just as well say that a fine in a magistrate’s court is 
a tax. 

Sir Percy Thompson. Q. — Sums which Government has to disburse in 
obtaining payment of debt cannot very well be regarded as a tax. 

A. — It is no more a tax than a fine in a magistrate’s court is a tax. 

JJr. Hxjder. Q. — How will you class penalties? Are they for services 
rendered? 

A. — The penalty for irregular occupation of land is a punishment. We 
want to turn the occupant out, and therefore we levy a penalty. 

Q. — I quite agree that the man has no business to be on the land 
which does not belong to him, but when Government exacts a monetary 
contribution from him, the man has to pay just as we pay income-tax. 
What is the quid pro quo that he gets? 

A. — ^Is a fine in a magistrate’s couz-t to be regarded as a tax? 

Q.— Yes. 

A. — If so, my answer is that this penalty too is a tax. 

Dr. Paranjpye. Q. — It is not a compulsory contribution. He could 

have avoided it. 

A. — My definition is ‘a compulsory contribution’, not 'all compulsory 
contributions’ . 

Sir Percy Thompson. Q. — A tax is a compulsory contribution made to 
Government under stated conditions when the contribution is not a 
quid pro^ Quo-, that is perfectly true; on the other hand, a compulsory 
contribution made to_ Government under stated conditions when the con- 
tribution is not a quid pro quo is not necessarily a tax. 

A. — ^That is my whole point. 

Dr. Hyder. Q.— What is land revenue, a rent or a tax? 

A. — It is undoubtedlj' rent. 
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Q- — What is it in the case of perinaneutly-settled areas? , 

^ not prepared to give a definite opinion about that. My 
experience of peruiaiiently-settled areas is limited to the zainiudaris in 
jMadras. In their case in a sense, it is a rent; hut might be argued reason- 
ably that it is moye in the nature of a tax. 

Sir Percy Thompson. — thought it was the other way round. 

'The Maharajadhiraja Bahadur of Bimhcaii. Q. — ^What the ryot imys to 
Government in a ryotwari or temijorarily settled area is undoubtedly 
more in the nature of a rent than a tax, but you say that in a perma- 
nentlj'-settled area, what the zaniindai’ pays to Government is more of the 
nature of a tax than a rent. 

A. — think it might be argued so. 

Sir Percy Thompson. Q. — put it to you this way: in a I’yotwari area 
it is more in the nature of a rent : in a zamindari area, where it is 
fixed, it is more in the nature of a ‘I'eiit charge’ which does not vary with 
reference to the annual value of the land. You know the system of feuiug 
in Scotland, where you let land on permanent tenure. The reason you 
call it a rent charge is that it does not tend to approach a rack-rent, but it 
is a fixed encumbrance on the land. 

A.— -I didn’t say it was my own view. For all practical purposes, it is 
immaterial whether we regard it as a tax or a rent. 

Q. — ^In a permanently-settled area, a man may have let a piece of laud 
for Es. 200: the fixed land revenue for it is Es. 30. Can he argue that he 
pays a tax of 15 per cent on his income by waj' of land revenue? 

A, — ^Personally, I would not accept this argument. 

Q. — ^But if you treat it as a tax with aU the implications of a tax, he 
would be in a position to say that. 

A. — ^Yes. My point really was that we treat a ryotwari tenant as our 
tenant, Ave revise his rent and wo give him remission. As regards the 
permanently-assessed ..zamindar, he pays his land revenue and we have no 
further concern with him, 

Q. — ^You cannot turn your tenant out? 

A. — ^You can’t except under certain specified circumstances. If ho 
does not pay his rent, you can turn him out. In the case of the jjoorost 
classes of land, it fi-equently happens that he is turned out. I have dealt 
Avith the matter in detail in my answer to Q, 96. 

Dr. Syder. Q. — ^What is the Pex-iyar system of irrigation in the Madura 
district? 

A. — ^The water is drawn from an artificial lake which has been created 
by putting a dam across a river flowing to the West Coast. The lake is 
actually in the territory of the Travancore State, but we have a lease for 
(I think) 999 years. Wo have made a tunnel through the hill on the 
Madura side and have let the Avater down through this tunnel into a river 
which naturally drains toAvards Bladura. We take the water down the 
bed of this river for many miles to a regulator dam which has been built 
across the river at the head woi-ks of the Periyar main canal. We have 
draAvn off into the canal all the Avater which Ave put into the river from 
the lake. From that canal we ixTigate about 130,000 aci-es of wet land. 
Immediately after it leaA'es the tunxxel, the Avater flows through a natural 
upland valley Avhiclx gets the Avash froxn the hills around dt and is good 
land. This particular valley was not included in the ayacut proposed for 
this irrigation system, and most of it is not irrigated by it, though practi- 
cally the Avhole valley could probably be commanded by the system if 
sufficient water could bo spared to irx-igate this area. The system was 
originally intended as a famine protection Avork to protect an entix-ely 
different part of the Madura distxdct. As a matter of fact, now a con- 
siderable amount of irrigation from the Periyar system takes place in the 
valley and can be allowed, as protection from famine has been given to 
what is known as the delta of. the system when the protection was required 
and where over A lakh of acres' is irrigated by the system. 
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The Presideiit. Q. — ^^Vo^^ld you also explain the relation between the 
Periyar works and zamindari lands? 

A. — There are feu" zaniindari lands in the valley. Alost of them aie 
lower down the system— below the point where the canal takes off from the 
regulator. 

Q. — ^Would you explain it from the point of view of tlio charge made on 
zainindari lands? 

A. — Below the regulator, we let water out from the canal by numer- 
ous side channels. Part of the irrigation from the channels is direct 
but they also feed the old tank system of this part of the IMadura district! 
The tanks, of course, now get a regular nine months’ supply, instead 
of being dependent on rainfall. Many of these are inam tanks and some 
are zamin tanks. If a tank fitted in as part of the system, it was supplied 
with water. Every suitable tank was brought into the system. The en'^-i- 
neers did not mind whether it was a Government tank, or a zainindari tank 
or an inam tank. If water could be taken to it easily and water was 
available, water was put into it. The result is that that part of Madura, 
instead of being a famine tract, is nmv one of the richest parts of the whole 
Presidency. 

Q. — But as regards the charge on the zainindari land? 

A. — A special reduced charge is made in the case of the zainindari 
and inam wet lands. 

Q. — They pay a water rate? 

A. — ^Yes; they pay Rs. 4 instead of the usual charge of Es. 5. They 
had tanks which already got a certain supply. In the case of two parti- 
cular channels at present no charge is levied at all on the pre-Periyar 
mamxil wet land : but there seems to be very little doubt that those iiarticular 
wet lands were not benefited by the introduction of the Periyar water. 
They are in the upland valley. 

Dr, Eydcr. Q. — Are the rates for water adequate in your Presidency? 

A. — That is a question which I cannot answer off-hand. They are ade- 
quate in some cases and totally inadequate in others. 

Q. — ^That is in the famine districts, and in the case of protective works? 

A. — For instance, in the upland valley of -the Periyar system, they 

are totally inadequate. 

Q. — In the Kistna and Godavari districts? 

A. — do not know anything about that area. 

Q. — ^Do you accept the principle that the State should aim in fixing the 
water-rates at some compromise between these two things : that you should 
never charge less on productive schemes than what it costs you to siqijily 
the water ; and you should never go beyond the value of the water to the people 
who take the Avater? Would that be a good working principle? 

A. — ^It is nioi’e or less the working principle. 

Q. — ^Now coming to the five plans suggested, you say “To charge by 
volume is an exceedingly difficult matter and in the Madras Presidency 
is almost certainly impracticable”? 

A. — Of course, it is purely a technical matter. But I think it is diffi- 
cult. In Nellore district I understand that investigations were made and 
the idea was given up as impracticable. 

The President. Q. — ^It is not so much an engineering question; you could 
do it if you have the villagers co-operating. 

A. — ^If you could get the Aullages to combine to look after the channel, 
then it might work. 

Q. — ^Would your Madura villages combine? 

A. — Certainly not. We tried in Madura the local control of channels 
taking off from the river and supplying more than a single village, and 
the result was so disastrous that we had to resume control a couple of years 
ago. 

Dr. Eyder. Q. — ^Would you haA'e the rates unifoz’m for homogeneous 
economic areas? 

A. — Naturally they would be. 



Q. — People comin'g under the Ilottur-Kavori project say "You charge us 
Rs. 15 and the Godavari aud Kistna peoide Es. 6". Then where is the 
equality ? Supposing all the places fall in one economic area, would j’ou have 
one uniform rate? 

-A.. — ^No. Take the Periyar system alone. I was preijaz-ed to recom- 
mend a rate of Rs. 25 per acre in one particular part of it. But I am 
certainly not prepared to recommend R,s. 25 at the tail-end of the delta. 

I do not think more than Es. 5 would he a fair charge in some portions. 

The President. Q. — Then your areas are not homogeneous? 

A. — I do not think the whole of the Kistna and Godavari deltas can he 
classed /as homogeneous. In Madura, we have the Cumbum valley; we have 
the double-crop area and the single-crop area. Throughout the single-crop 
area certainly it would be one single rate. You could get a homogeneous 
area for which one rate would apply. 

Dr. Syder. Q. — ^Vi''ould you treat irrigation schemes as one indivisible 
whole as regards the charge? 

A. — Each system should be taken on its own merits and charged accord- 
ing to the circumstances, e.g., the nature of the land, what benefit the 
water is going to bring to it and .so on. 

Q. — ^Then the practical consequences that would follow would be that 
there will be different rates in the Madras Presidency for different areas. 
Thus, there would be some areas in which the State will really lose. The 
economic conditions practically are such that the people cannot afford to 
pay the bare return on the consiruetion of the project. 

A. — have not come across that kind of case. 

The President. Q. — ^There are cases where water is 2 ^ut on the land 
and they do not use it. 

A. — There may he; hut I have not come across them. 

Dr. Kyder. Q. — The Government is bound to constiaict protective works; 
it is the duty of tlie Government. 

A. — ^If they are constriicted purely and simply as famine protective 
works, the whole que.stion of taxation disappears altogether. I rule out 
of consideration those works which are purely famine works as you are 
bound to lose on such works in the beginning, but ultimately you may 
gain. 

The President. Q. — ^^''ith regard to Q. 16 you mentioned just now a 
certain area in which j'oxi would,, levj' a rate of Rs. 25; but it is rather 
difficult to get the cultivators to assent to a really big water-rate. 

A. — have not found that. Some years ago there was a question in the 
Palghat taluk in hlalabar of putting up dams and making small irrigation 
works and of- giving the ryot an assured supply of water to raise his 
crops. The cost ol construction of these works was such that we did not 
expect that at the approved water-rates which were then current they 
would yield a return. But these ryots, to my own knowledge, were 
willing to pay twice that approved wateiw-ato and were actually paying 
sucli an increased rate tmthe owners of private irrigation works. 

Q. — But even that .twice would he a great deal less than the increased 
return from their land. 

A. — ^Yes. 

Q. — So that in addition to their getting a considerable profit from tlie 
land, j'ou also get a considerable amount of increased capital value? 

A.— Yes. 

Q. — What is suggested is that in places where you are not prepared 
to impose the full rate necessary to make your scheme pay, you may get 
them to consent to pay a normal rate either a lump sum at once or 
a betterment tax for a term of years. 

A. — I doubt it. I do not think the ordinary man vdll be willing to pay 
that. 

Q. — ^In the Godavari and Kistna they are charging an inclusion fee 
which is a payment practically for guaranteed supply. 

A. — That may be. I am speaking from my own experience. T know 
nothing about the Kistna and Godavari. 
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Q. — By supjilying the water the Government is giving a large incre- 
ment in tiie capital value 

A. — ^Yes. 

Q, — And therefore, it is entitled to take paid; of it? 

A. — ^Yes. My own preference is to take it in the shape of water-rate. 

Sh' Percy Thompson. Q. — MHiether or not the Government gives a large 
capital value depends upon the water-rate. If the watex’-rate is a full 
one, so as to absorb the whole of the increased annual value, there won’t 
be any increment in capital value at all. 

A. — ^Yes. So far as my experience goes, the ryots are perfectly will- 
ing to pay a high water-rate. It is an exploded theory that they will not 
pay a high water-rate. 

Q. — ^Ti'^ith regard to income-tax, why do you. say fliat the scheme of 
graduation on the English system is unsuitable to the conditions exi-sting 
in India? Is it more complicated? 

A. — ^Yes. I think it is too complicated. 

Q. — Surely, it is simpler; you have one rate in place of a Jiumber of 
rates. 

A. — ^I was thinking of the system of allowances for children and wives. 

Q. — ^But I was referring to a system of having a uniform rate and 
exempting the first slice of the income and then charging the rest of it at 
one rate. 

A. — That is simple enough. I was thinking of the other thing. That 
would be very difficult to deal with in India. 

Q. — ^With regard to Q. 38 you say that the actual earnings of the 
farmer should not be liable to income-tax? 

A. — ^Yes. 

Q. — ^Why do you differentiate between a farmer and a rent-receiver? 

A. — There is the old idea of the pledge that the person who actually 
paid land revenue would not be liable to the income-tax. 

Q. — Do you mean the pledge at the time of the permanent settlement? 

A. — I do not know the details. I only know that there is some such 
idea that the actvial farmer’s income is not to be taxed. 

Q. — ^I do not know there has been such an idea. I have never heard 
it argued. 

A. — The landholder certainly argues it. But I do not remember the 
actual details of it. I do not know the origin, but the idfea is certainly 
current. It is this way perhaps. It has come to be regarded — ^I do not say 
rightly regarded — ^that the person who actually pays the land revenue is not 
to be assessed to income-tax, becatise he pays the land revenue. 

Q. — Granting it to be true, let us suppose that it prevails so far as 
the zamindar is concerned. But the zamindar has a tenant who cultivates 
and pays a rent to him; what the tenant pays is not, land revenue at all. 

A. — I should have said the 'ryotwari farmer’. 

Q. — Suppose you had a tax on agricultural incomes, what is your view 
as to the difficxilty of collection? Would it he a big business? 

A. — Yes; it woxild increase the machineiy enormously. 

Q.— Why? 

A. — The number of assessees would be so great. 

The President. Q. — ^The number of ryots in Madura who pay a land 
revenue of Rs. 250 Avould be quite a small number, I tliink. Would it be 
a hundred? 

A. — ^You could not levy income-tax on the paita. 

Q- — ^^\0iy should it be any more difficult to discover agricultural 
income than trading income? 

A. — ^Because the sources of income. are much more difficult to get at and 
are scattered over many places. Also the farmer does hot keeii accounts. 



Q. — In tlie case of trading income, .yon linve to base your assessment on 
an3- information tliat j-ou may get? 

A. — Not nou'adaj’s. 

Q. — ^Leaving out of account die amount of income, to discover whetlier 
the man vas making an assessable income, j-ou have no clue to follov up, 
but with regard to the ryot, you have got the list of imtiadars. 

A. — The land revenue shown in the is no indication of the income, 

and the name -shoivu in the -patta is no indication of the earner of the 
income. 

Q. — ^But still jmu have not got to go from house to house. You have only 
to ask tJie l;arnam for the list of men who have patias. 

A. — ^But the amount in the patta is no guide at all. A patta maj^^ be 
for Bs. 25 and the income maj’ be Rs. 50 or Rs. 250 . Also a man probably 
has half a dozen 2ioitas. 

Q. — ^You can know that a man with a certain patta is within certain 
limits. 

A.— Think of the work of comparing the pattadars of one village with 
the pattadars of other villages. A man ma.y have lands in different villages. 
In the case of a trader, this does not ari.se. He has got a definite number 
of branches. 

Q. — ^You have a certain amount of clue in the case of an agriculturist. 

A. — You maj’ have a certain amount of clue ; but if you are to do the 
work scientifically, j’ou cannot iiroceed on the basis of the imtta. 

Q. — ] am assuming that you are going to do it no more scientifically 
than you do with the trader. 

A. — The special staff which we have now knows most of the trading 
conditions, and the.v have not to look very far. 

Q. — We were told yesterday that one of the largest companies in the 
•Presidenej' escaped taxation last year. 

A. — ^It is perfectly true there may he an isolated case, But I have not 
seen one in the last ten j-ejirs. 

Q. — ^You might adopt tlio English sj’stem of a.'-sessing him with rcfei. 
ence to his rent or laud revenue; j’ou give him the option of pa3'ing on an 
assumed income which is a function of his rent or of showing his accoun-te. 

A . — ^Yorr tax him according to the land revenue? 

Q. — In England you assume that his income is equal to the rent. 

, A. — ^How can 3-011 get his income from the i^atta? 

Q. — ^Land revenue bears a diffex-ent proportion to the income in nearly 
every case ?- v 

A.— Yes. 

Q. — ^illthough it is presumed to be a definite fraction of the income? 

A. — ^I’he fraction in practice varies from patta to paffa or from field 
to field. 

Dr. Paranjpye. Q. — Suppose you go to a village and ask the village 
headman to examine the list of pattadars. Ask him to find out from 
those names those who are likely to be chai-geable to income-tax. Would he 
-not be able to pick them out? 

A. — ^He would, as regards that village. 

Q. — Then from that, 3mu can find the people who ai-e ehai-geablc to in- 
come-tax. 

A. — ^But the holdings are scattered tln-ough ixerhaps twent3’^ or thii'ty 
villages. 

Q. — ^Eac^i village headman knows that, 

A. — No ; he can only tell 3-011 whether a person is a substantial man 
in a general sort of wa3’. 

Q. — After 3'ou get a list of substantial men, who will probably be 5 per 
cent of the total number, -all that the incoine-tax department has to do is to 
send them a printed form asking them to give a return of their true income. 

711-66 
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Or you might ask them u'hat laud revenue they pay and you can put an 
assumed income on that. In this way, it woiild ho fairly easy to work. It 
would not take a long time to find the names of those likely assessees. 

A.- — By doing so, you maj'- obtain a fairlj' good list of a certain iiumhor 
of people who are liable to pay income-tax. But there would he a large 
number of people who arc liable to pay, but who do not appear in j'our list. 
A man who has a" small holding here and a small holding there cannot come 
into that list. 

Q. — ^But would not the village headman know that? 

A. — No. The man is possibly a vakil or a resident of another village. 

Q, — The mere fact that ho is a vakil shows that ho is a substantial man. 

A. — The Icarnam does not alwa3's know that. Sometimes he does, and 
sometimes he does not. We have a considerable amount of difficulty in 
realising our land revenue from absonleo paitaclars, especially where iHoir 
holdings are scattered. Of course, it is quite ca.sy to produce a list of a 
certain number of agricultural men who would bo liable to income-tax; but 
whether that would cover all the people liable to the tax, T do not know 
though I am almost certain that it would not. 

Sir Pcrc]i Thom2)!ion. Q. — Suppose you have got this list and .you 
send out the tax forms; what is going to bo the attitude of the cultivating 
agriculturist with regard to this form? Does he really know his income? 
Does he not consume quite a good deal of his produce? 

A. — The cultivating assossec would have the greatest difficulty in filling 
up the form. 

Q. — Quite apart from the people who have got incomes of Rs. 2,000 and 
above from land.' there will bo people — and we are told the3’ are a 
large number in India — who hold small interests in land. If a man lias 
otherwise an income of Rs. 2,000, that will have to bo included. We 
were told yesterday that it would bo oa.sy if there was a .sort of liaison 
between the income-tax office and the Collector’s office. 

A. — I think that is rather a sketchy and airy way of approaching the 
matter. 

The Prcsklcni. Q. — ^\N’'ith regard to salt, is the ordinary villager aware 
of the fact that the duty is levied on the weight? The sale is by the measure 
and therefore, the more measures there are. the more tho profit of the dealer. 

A. — He is not aware of tho fact. 

Q. — So that if a light salt is substituted for a heavy salt he gets so 
much less, and pays more. 

A. — It doesn’t worr3' him, tho salt tax is negligible in villages. 

Q. — Couldn’t you add tho capitalized value of land revenue to that of 
the land ? 

A. — ^In making use of tho capital value, are we to assume that tenant’s 
improvements are going to be taxed in future? 

Q. — Do you tax that at present? 

A. — ^W'e say that tenant’s improvements are not to bo taxed; if you 
adopt a S3"stom of capital value our tenant’s imin-ovoments will bo included 
in it. 

Q. — You settle your land at a certain rate per tharam, whether they 
are tenants’ improvements or not, and 3'ou have one rate for all? 

A. — In that case, capital value ma3’ be different. 

Q. — ^But 3’our capital valuation for purposes of taxation would appl3’ 
to all the lands in the same tharam. You would not attempt to ascertain 
the value of each pai-ticular holding, but 3 'oti would haA'o one rate for a 
large homogeneous area. 

A. — ^You would have to base that" on the record of actual transactions, 
which includes the value of tenajits’ improvements, You got tho - saino 
difficulty in assessing ground rent. 

0- — ^But that difficult3' arises in connection with 3'our land at present. 
You have to make your allowances in settlement at present, using the same 
data. 

"But then the record of transactions might not exist. 



Q. — ^You liave a great many- sale transactions, 

A. — ^Eveu then, the unimproved value is different. 

Q. — ^You have heaps of transactions in regard to ordinary vet and dry 
lands. 

A. — ^In very many wet lauds there are tenants’ improvements. 

Q. — ^You won’t discount old improvements? 

A. — think we do, 

Q. — If a piece of high laud was levelled clown to malce it irrigable F 

Mr. Soldsworth. A. — ^^Ve won’t call that an improvement j we do not 
charge extra for a well. 

Hr. Ryder. Q. — ^As regards the proposal to take 1 per cent or 2 per 
cent of the capital value of land, don’t you think this proposal has these 
advantages? You would have your land mapped out in the districts of the 
Presidency and you would have a uniform rate for the entire agricultural 
land of tlie Presidency. You cannot say that in respect of the present land 
revenue. The proposal would have the merit of intelligibility. 

A. — The capital value of land to the ordinary buyer and seller of land is 
its capital value with improvements, rvhereas the capital value on which you 
are going to levy a tax is something entirely different. Y'our tax will bear 
no regular fixed relationship to the capital value as understood by the 
owner of land. 

Hr. Paranjpyc. Q. — Could you not discount for the improvements in 
this manner? Say, for instance, a man spends Rs. 600 on his land. Y’^ou 
may deduct from the total capital value Es. 500 for the improvement in the 
first year, Rs. 490 in the second year and so on, until the value of the 
improvement is completely wiped out in fifty years. 

A. — Practical difficulties must occur in working oxit such a system. It 
would be impossible to have any .satisfactory basis. 

Q, — ^All improvements which a tenant can claim at the moment when 
you start this sj’stem can be supposed to have been included. 

A. — The practical difficiilties involved are very large. No two perso}is 
agree as to the value of any improvement. 

Q. — ^Yet, these things are taken account of in .settlements? 

A. — Settlement is a very rough thing. 

Q, — ^Aud the rates are unequal? 

il/7’. Uoldsxeortli . A. — I am not sure that in practice they are so un- 
equal. I was regarding it as between districts. In unsettled districts 
themselves, you certainly get verj' unequal rates, but that is due to the 
fact that Government haven’t the powers to take actuallj' half the net pro- 
duce of the land as land revenue, and the-more valuable the classes of land 
for which you take a reduced proportion, the greater the divergence from 
economic rent. If Government had been consistent and had stude to half 
the net value, the inequality would not occur. 

Hr. Ryder. Q. — ^In view of the fact that Government does not stick to 
one uniform principle, don’t you think that, all things considered, it would 
conduce to uniformity, at any i-ate intelligibility, if Government took only 
1 per cent or per cent of the capital value — cleave alone the difficulties of 
measurilng the capital value? 

A. — 1 do not think that the fact that Government agree to a restricted 
proportion of the increase, or the fact that in the past they have not taken 
half the net assets, would justify *a change. To put forward a new sys- 
tem of taxation entirely as a better system on its own merits is a different 
matter. Personally I am rather doubtful about the capital value, more 
particularly with reference to the district of Jlalabar which I know very 
well. One of our greatest difficulties there was, in land acquisition cases, 
to arrive at the capital value of land. It was almost impossible to get 
any court to accept our valuations. 

Q. — Are there no transfers of rights or interests in land in YlalabarP 

A. — There are any number of them. 
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Q. — ^How do they get at the capital value of such rights? 

A. — I’liey include tenants’ inii>rovcinen_ts. There arc practical!}' no 
transactions of land in a non-iniproved condition. 

Q. — ^Is that cai)ital value? 

A. — ^Yes, as the tenant understands it, rtf the prnpeii)/, not of the land. 

Q. — The question is as to liow you value tlio tenants’ improvements. 

A. — ^WHien one considers it theoretically, it does not seem very difficult, 
but practically it is e.vcecdingl}' difficult. Had it not been difficult to do 
that, I do not think you -would haAm had the present agitation about Malabar 
tenancy. These difficulties in the valuation of land as distinguished Jiom 
the property comprising laud and improvements, have been brought parti- 
cularly to my notice in Malabar. _ T .spent nine years in the district. As 
most of the land is improA'cd. it is A'cry difficult to separate tlio value of 
land from the value of the property. 

Dr. Paranjpyc. Q. — Don’t you think that the improvement could bo 
wiped out in fifty years? 

A. — That is an arbitrary method of doing it. I don’t knoir if your 
tenant svill accept it. I quite sec the principle ; in fact there is no doul)t 
that Avo liaA'e to use it ourselves in A'aluing land. 

Q. — ^If you like, some improvements could he Aviped out in 100 years and 
some others in 50? 

A. — ^We actually have to make use of such principles in attempting to 
arrive at the A'alue of land. 

Sir Percy Thomjyson. Q. — ^You don’t lake particular exception to tolls? 

A. — object to them very strongly. 

Q. — You say that there is every justification for the general maintenance 
of tolls. 

A. — BecaATse there is no other means for collecting a charge for the 
use of roads. T am speaking from my oavu investigations Avith reference 
to a proposal to abolish tolls, Avhich had my strongest support. 

Q. — ^IVould it not he iiossible to charge a license duty on motor cars? 

A. — It would be A'ery easy, but the toll bar Avould still exist. It is on the 
existence of the toll bar that everything else depends, you Avould still 
liaA'e to use it. 

Q. — Not if you gave the diivers of motor cans some sort of mark shoA'/ing 
that they have taken a license. 

A. — I very prominently display my oAvn exemption pass, but still I have 
to pull my car up at every toll gate. 

Q. — If this system Avere generally in force, you would not have to. 

A. — ■'With the present class of persons Avho control Hie toll gates, you 
certainly would haA'e to. It comes to this : that the rural districts of the 
Madras Presidency are not sufficiently adA'anced for- the introduction of 
the system. To get rid of the nuisance for motorists Avould be easy enough. 
We can license them to go through all tolls. 

Q. — The difficulty is that agricultural carts never go through the toll? 

A. — They do : these cai'ts are A'ery often exeiniited from payment. 

Q. — If the motorists could adojit some system by AA'hich automatically 
they could get through the toll, you AA’ould haA'e done a great deal. 

A. — J am one ol the bitterest critics of the toll : a diffictilty exists Avheii 
you try to find a substitute for tolls. 

Q- — But you Avould have got rid of half the difficulty if you adopted 'a 
system Avith regard to motor cars. 

. A. — ^Yes : as a matter of fact, in some districts, most motorist’s take out 
a license and compound the fee, but it has not yet been made compAilsory 
for all motorists to compound tolls. 

Q.^Could you make it compulsory? 

A •'—We could easily do it. It Avoilld only bo a question of averaging 
out and fixing rates : some motors woAild gain, somo Avould lose, but there 
would bo a distinct general advantage. 


( 



Q.— I)o you happen to kuou' Tuticorin? 

A-.— No. 

Q.— lu Tuticorin up to 1908, ground rent on Government lands was 
settled in a variety of ways. In 1912 ground rent was ranging from 4 annas 
lip to well over Its. 100 an acre. Since 1908, the ground rent has 
keen approximately equivalent to a rack-rent on the land and this was sold 
by auction. In 1912, when the resettlement came along, the rates were 
enhanced, not up to their real value, but up to rales varying from Es. 25 
to Es. 37^-. At that time it was decided to do nothing with regard to lands 
which were not then subject to ground rent, but to leave them free. Can you 
tell me Avhat the justification for that decision ivas? 

A.— No. 

Q. — ^Don’t 3 ’ou tliink veiw large revenue could be got from such land 
which is simply running to waste? 

A. — I do. Cei'tainl.y there exists a case for interfei'cnce. You may have 

f ts side by side, one of which was assigned twentj' years ago and the 
ist year. One may be paying no ground rent at all, while the other 
paying at the rate of Es. 250. You cannot say what the rate per acre 

Prcsidctlt. Q. — How do you deal with the difficulty? Would you 
impose a tax on capital value? 

A. — ^You mean the actual value to-day as house-site? 

Q. — Or even developed value, or even with the house. 

A.— No. 

Sir Percy Thompson. Q. — Jf you put a tax on capital value, would you 
not be hitting those lands paying a full rack-rent just as much as lands paying 
four annas? 

A. — ^The capital value would api>roximately be the same. You would 
have to get rid of the existing state of things and substitute a new tax 
altogether which would equally ap])1y to old as well as new assignments. 

Q. — It is a question of ordinai'y land being let on ground rent at its 
full value. 

A. — ^It is a full economic rent in this case. 

Q. — ^The man gets it subject to a rent of Es. 200: he..paid Es. 3,000 
at auction and will say that it is worth Es. 7,000. 

A. — ^In such a case it is not likely that he would be paying the full 
ground rent. As far as possible, we exact the full groiind rent by adoptizig 
a rate which ensures that the purchase price must be very small. 

Q, — Take a case where he pays the full piice; Goverzinient cannot saj' 
that ho paid too much or too little. But suppose there is another site in 
the neighbourhood which was let thirty years ago for 4 annas? 

A. — ^Those two sites should pay the same tax. 

Q. — ^Is that fair? 

A. — Certainly: from the point of view of taxation, it is fair to abolish 
the existing ground rent. 

Q. — ^You would let every body off that bargain? 

A. — Otherwise, you would tax the same piece of land twice on different 
principles. 

Q. — Government ten years ago let this land for Es. 200 which was very 
nearly the full rent and I paid a fcAV rupees at auction. There is a clause 
in my lease under which 1 shall have that land at that rent subject to 
revision every 30 years. Ten years have expired, and the land has 
gone up considerably in value. ’ Why should I have my lease cancelled 
before tlie end of 30 years? 

A . — 1 see that you are ■ izroposiug that an entirelj' new tax shall he 
imposed in addition to ground rent or agricultural rent. 

Q. — ^How can you impose a tax with such manifest inequalities between 
4 annas and Es. 200? I can’t see that there is anything in the way of a 
pledge. - ■ , , 
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who ?old it to D, E and G. The last man paid for that land practically 
amount of money that tho now assignee 'X’ wouid pay for it 


the same 


i,iie buiuo ctuiuuuu ui luuiii-y Liiai/ wiu jiu>v assignee A wouiu pay for it 
to-day. However G still pa 3 's no ground rent where X — instead of pay- 
ing something like the price paid liy G — would pay an insignificant pur- 
chase price and the difference between flits insignificant price and ^ the 
price paid by G would be converted into the fixed recurrine annual clvin-n 
which Government now calls “ground rent”. ^ 


Q. 

A. 


I admit that difficulty: do j'ou see any other? 

There may be; speaking off-hand, I don’t see any. 

The President. Q.— Suppose yon levy an entirely new tax couldn’t von 
limit it to the existing ground rent until tho expiry of tho existing settle- 


ineiit? Two pieces of land 
111 value. A oil levy a tax at so much per cent of tho capital value, 


pieces of land pay ng .4 annas and Es. 200 are identical 


A.— Tliat amounts to Es. 1-4-0 in tho first case and Es. 201 in the other. 

Q. — You wipe out both, but j-oii would not impose tho extra rupee 
in the case_ of tho ground rent man until the expiry of the present lease, 
when it is liable to revision? 


A. — ^It is possible to do that: the real trouble about ground rent is 
this: 'VVe are treating that piece of land which is going to bo newly 
assigned as our property which wo are going to sell. If wo sell it out- 
right it will be a simple matter; but instead of soiling it outright wc are 
going to convert tho amount wo expect to reali.^e Jiito a regular annual 
charge of ground rent. Tt is a practice which I personally h.ave never been 
able to understand, 'fliis ground rent practice jiroduccs some extraordinary 
inequalities. 

The President {to Mr. lloJdsworth). Q. — You were Settlement Officer of 
tho Tanjoro revisional settlement? 

A.— Yes, for .some time. Now, ] am doing tiio Ivistna settlement. 

Q. — Mr. Holdsworth, will you tell us how you arrive at tho classification 
of soil, etc. You say that land revenue varies from a small fraction of tho 
economic rent to a figure which may approach tho economic rent. Tlmt 
is a very severe criticism upon the sottlomont. 

A. — True, we cannot help it, because we are confined to certain food 
grains. Well when wo classify land, wo classify according to its consti- 
tuents, and, as far as possible, we judge according to tho materials at our 
disposal. We judge i.t as well as we cun. Various sorts of lands arc 
arranged and grouped together, placing in the same class those with tlse 
same outturn of tho standard food grain. Wo take the food grains that 
are the chief produce in a I'illage : in tho delta it is paddy, in upland 
villages usually choJam. We ascertain the proportion under tho total 
acreage in each group. Commutation ]) rices are worked out on tho price 
of the selected grain. From the commutation prices we work out a table of 
figures of tho selected grain and tho assessment in tho original setcle- 
nient is supposed to be approximate to half tho net produce. We have to 
take into consideration in calculating also tho cultivation expenses which 
vary according to each soil. 

Having got the not profits in that way, half of that is approximately 
taken as land revenue. But if the man did not cultivate choJam but cotton, 
as in Coimbatore, which may be a staple crop, it is possible in a district, 
where the economic rent of land depends of course upon the crop that it 
actuallj’ produces in the general course of events, that the land assessment 
would probably be a very small proportion of the cotton economic rent, 
but might approximate more to the economic rent in the case of chohm. 

Q. — So the theory breaks down? 

A. — ^In particular instances it is bound to break down. 

Sir Percy Thompson. Q. — ^IVIay I ask ono question on tho assumption that 
it ■ does' not "break down at all? Supposing no cotton is grown and only 
cliolam and paddy are grown. Supposing having classified the land and 
having got the real not assets, you come to write your report, you find in 
one village it necessitates a land revenuo assessmont, 50 per cent in excess 
of tho last settlement, _ what happens next? Could you tell us what did 
exactly happen in Tahjore? 
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A. — Govornmeni knocked off 5J lakhs of rupees out of the total in- 
crease. I am speaking nou" of things wliat happened over thirty years ago. 
There has been no original settlement since then. 

Q. — Assuming that you have got your 50 per cent increase exactly 
in proportion of the economic rent, when the Government said cut it down 
by so much percentage, but don’t cut down equally* if it was in jiroporLion 
to the economic rent before it must have to be ceased so. 

A. — Quite so. Thirty years ago the Settlement Officer did classify the 
land for the first time. Previouslj’ the thing had been done on a compli- 
cated system. It is very difficult to explain. Then he classified the land for 
the first time, they fixed the rates and the total excess came to something 
like 20 lakhs. Government said it ivas too much and it was reduced by 
6 lakhs. They left the discretion to the Settlement Officer. The Settle- 
ment Officer thought that some parts were perhaps being treated too 
harshly, and he reduced the classification of certain irrigation sources. . 
Some of the sources which had been put as first class he thought might 
bo put down ns second. Dealing with irrigation sources and dealing ivith 
villages according to their relation to other villages and communications, 
etc., in this waj’, he carried out the orders. The 5 lakhs of rupees were 
not knocked off arbitrarily. 

The President. Q. — ^mien the thirty years expired? 

A. — ^There was another resettlement. 

Q. — Then it was found that a good many classifications were not sound? 

A. — No, Sir. The classification was sound. But Mr. Jackson thought 
there were still some villages which were on the border line between second 
and third classes which were harshly dealt with. He therefore revised it 
with reference to the state of affairs in general. In some of those parts 
the villages were liable to be heavily flooded. He did not revise the 
classification generally. 

Q. — His revision would have resulted in an increase of how many 
laldis ? 

A. — ^25 per cent was the increase on the first and 185 per cent on the 
\ovrer ^tharams. 

Q. — ^^Vhat was the Government order? 

A. — ^His revision Avas to increase the assessment by 25 lakhs. Govern- 
ment maintained it until they introduced the principle that the increase 
should not exceed 18.} per cent Avhere it is based on prices. They 
made it retrosjiectivc so that in Tanjore people got the benefit, with the 
result that in the first six tharams it Avas from 25 to 185 per cent and 
in the loAver iliarain.% it remained the same. There Avas no real mathe- 
matical justification for not raising all the tharams equally. It w'as sirapl;v 
a matter of feeling, that the OAAmers of pooi-er land Avere not doing so avoH. 
As far as the figures go, there is no i-cason aa-Iiv all the tharams should 
not bear exactly the same increase. 

Q. — ^In other words, it Avas Avrong only to increase by 185 per cent, and 
yoAi ought to increase it by 25 per cent? 

A. — ^Yes. 

Q, — ^it Avas sound as botAveen the lands in tAvo different localities? 

A. — ^Yes. 

Q. — ^If you say AA-hat Avas increased to 185 per cent ought to have been 
increased to 25 per cent, was it not the fact, Avhen you reduced the things 
wliich you did not put at 25 per cent but at 185 pei' cent, j'ou e.stablished 
an inequality betAA’een the t*AVO sets of land? 

A. — ^Yes. 

Q.— In the net result have you any idea as to the relation the land 
revenue Avould boar to the net assets or the rental value? 

A. — As a general aAmrage, before it Avas increased it was about one- 
sixth j after it Avas increased to 185 per cent it will bo about one-fifth. 

Q. — In other districts that you know of? 

A. — ^In Kistna it is slightly better. Land revenue, the existing land 
rcA'cnue, represents as far as I • can gather in ordinary paddy land nno- 
spventh of t!ic lease value that an absentee landlord can get for his land. 
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Dr, Faranjirije Q. — ^He can get seven times the land levenueP 

Q. — ^Yes, I think the cultivator, the man who cultivates his oum land, 
will be able to make ten timos_ the land revenue. It is certain that an 
increase of 18£ per cent will be justified. 

Q, — You will bo in-ojmrod to ra'so it by more than 18£ per cent? 

A.— Yes. 

Q. — ^That will not bring it to the Tanjore level? 

A. — ^Tho rates are the same as in Tanjore. I should saj’ that the 
burden of assessment is less in the Kistna and Godavari deltas than in 
Tanjore. 

The FreshJenf. Q. — What is the use of resettling it at all then? li’hy 
not simply increase by 18£ per cent every whore? 

A. — ^Thero is no reason at all reallj'. 

Sir Fercy Thoin 2 ison. Q. — TiHiy should then Government spend such large 
sunns of money on sottloinonts? Why not increase by 18£ per cent straight 
away ? 

A. — There are other reasons for it. When wo do a settlement wo 
also overhaul the whole system of administration. An opportunity is taken 
to set right the levcnue accounts. The settlement process proper is quite 
cheap. 

Q. — Granting that, the settlement reports I have read are generally 
veiy conudicated and contain a lot of technicalities. Why .should you not 
make a paragraph run as lollous: “Land levcnuc here is one-seventh of the 
economic rent; therefore in a resettlement which takes half the net assets 
the enhancement would bo somewhere about 150 per cent, but we are jire- 
cluded from enhancing it by more than 185 por cent, therefore wo have in- 
creased the existing assessment by 182 per cent”? 

A. — The whole of the resettlement depends upon liow much the pi ice os 
grain has gone up — the commutation iirico as we call it. 

Q. — ^You need not go to the district at all for that. You can find it 
from the gazettes. 

A. — The first thing is to .show yotir figures for grain. You have got 
120 per cent enhancement in commutation pi ices. 

Q. — Then it is misleading. 

A. — It may be misleading, but no have got to do that. 

The Ftesident. Q. — Supposing .-sou have had a clean .slate; a very 
experienced Settlement Officer like Divan Bahadur V. K. Bamanujachari 
suggests that the settlement should ascertain the capital value of the land. 
Ho suggests that the legislature should impose a rate from time to time 
on the capital value of the land. Would it bo as easj' to arrive at that 
as it is to carry out the present process? 

A. — ^W th regard to the capital value of land or rental value of land, the 
neglect or industry of the owner makes a tremendous amount of difference. 
Only the other day I was talking to a haiuam in a village asking how 
much land ho had. Only three years ago, he bought 4 acres for I?s. J ,o00 
which is very cheap. It had been neglected by an absentee Brahmin. After 
three years he sold 1 acre and 25 cents for the whole amount he paid for 
the three acres of land originally. 

Q. — ^You don’t make anj' allowance for those factors in the present 
settlement ? 

A. — Because we go on the constitutents of the soil. 

Q. — Could you not asceitain the unimproved capital value fairly 
accurately ? 

A. — ^^^ery roughly. There is a great difference in capital value according 
to what the land grows: e.g., sugar-cane. Personally 1 think capital vahte 
would be fairer if you get the apijroximato capital value. If we give 
anything like a reasonable approximation to the capital value, wo 
could not certainly get it accuratel 5 ' for every field. Nowadays 
there is one point. In the old days, thooi’etically, to some extent practi- 
cally, land revenue did represent half net assets, and one had to bo careful, 
Nowadays little inequalities do not matter. 
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Q. ^DiTcan Bahadur V. K. Rainamijachari suggests that in the case of 
iaiijore 1 per cent on tlie capital value would practically represent your 
resettlement land revenue. 

-A- — I do not think so. Sonietiines it would be only half the present 
rate. In Kistna I think it would represent about half per cent. 

Sir Fercij Thompson. Q. — Suppose you fix 1 per cent on the capital 
value of the land, that brings in, roughly speaking, the same amount of 
land revenue as you are getting to-day. If you take the capital value which 
is, say, 100, you may take its annual value roughly speaking at 6 per cent; 
it may be 5 or 6, but take it roughly to be 6 per cent. Would that be 
correct? 

A. — Bs. 80 on land worth Es. 1,500 an acre; that is a rate pi’evalent in 
the Kistna and Godavari deltas. 

Q. — Now you get your net assets as, roughly speaking, equal to the 
annual value. You say at the resettlement the annual value is going up 
enormously, but we will only take 18f per cent. Does not the capital valua- 
tion arrangement give you exactly the same difficulty P It would mean 
that if you take up a fixed proportion of the capital value jmu would 
still be up against the difficulty of taking a 150 per cent enhancement. 

A. — ^We should not score fi'om that point of view by taking the 
capital value. 

Mr. Hall. A. — A ryot would not prefer a tax on capital value. If 
you maintain the 18^ per cent limitation, a ryot would certainly prefer 
the present system. 

The President. Q. — Do you propose to continue the inequalities between 
the districts in perpetuity? 

Mr. Hall. A. — ^It seems to me that this 182 per cent is going to 
destroy the whole system upon which the land revenue sj'stem is founded. 

■Sir Percy Thomjjson, — It is the same eml. Tliej" will not enhance 
the land revenue. 

The President. Q. — I do not think the same objection would apply 
because at present nobody knows what proportion land revenue bears to the 
not assets. By capital valuation you get a system that works towards 
equality? 

A. — I do noc ihink it is a very defective sj’stem. I mean the pre.?ent 

one. 

Q. — ^Do you think that capital valuation is practicable? • That is 
really a point I should like to have cleared up by a Settlement Officer 
and a Collector. 

A. — ^As a Settlement Officer speaking for the advanced districts 
of Kistna and Tanjore where registered sale deeds are common, it is 
practicable, but with regard to the backward districts like Bellary and 
Anantapur, I cannot say. 

Q. — ^Would it be more or less difficult than your present settlement? 

A. — ^I should be inclined to say less difficult, because it will be rather 
more accurate. In backward districts I cannot .say that. 

ilfr. Hall. A. — I think there will be considerable difficulty in arriving 
at a true capital value of the land in a place like Malabar. The lands 
there are subject to encumbrances and sub-encumbrances. You never really 
know what is being transferred. 

Sir Percy Thompson. Q. — ^T^^'liat is the capital value which is represented 
by the sales to-day? It is the value of the land sttbject to the existing 
land revenue, is it not? 

A.— Yes. 

Q. — ^Vhich you- are- going to abolish and adopt a system of taxation of 
calpital value? Is not that capital value immediately vitiated? 

A. — I do not think the land revenue has any effect on the capital 
value. In Tanjore, Government asked me to ascertain whether Govern- 
ment ordo)-s fixing the resettlement at an enhancement of 25 per cent had 
had any. effect on .the value of land during the two years since the orderp 
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irere promulgated. "We collected statistics for tlie period up to the time of the 
Government order, ve asceidained the value of land from the Kegistrar’s 
offices, and then took the land value subsequent to the fixing of the rate 
by Government. There was a slight fall in the value of the land, but it 
was due to a slight fall in the price of paddy. 

Q. — That is exactly the result which you would expect. They would 
know there is going to be a resettlement and that the land I’evenue will be 
fenhanced by 25 per cent and they would discount it. 

A, — do not think they worry vei-y much about it. 


Rai SaMh G-, VEfTKATAIlAXTGA RAG, Secretary, UTadras 
liandholders’ Association, was next examined. 


Written memorandum of the Madras landholders’ Association. 

Q. 38. — Income-tax on agricultural incomes . — ^The Madras Landholders’ 
Association is strongly of opinion that the exemption of incomes derived from 
agriculture from taxation under Act II of 1886 is deliberate, and its removal 
would virtually amount to taxing the same income twice over. The object 
of this Act was to attain a fair baiance of taxation between the agriculturists 
and non-agrieultiirists and to distribute the iniblic burdens equitably be- 
tween them. It was taken for granted throughout the discussion in connec- 
tion with the Act, that the agriculturists and landed proprietors were al- 
ready contributing their due share to the public excliequer in the shape of 
land tax. 

"l^^iatever may be the views of theorists on the question whether land 
revenue is a tax or rent, it is undeniable that in effect it is a tax on agri- 
cultural incomes. As Baden Powell puts it “it operates as a tax on agri- 
cultural incomes — a contribution to the State out of the profits of land cul- 
tivation, just as the income-tax is a contribution out of the proceeds of 
other industries and occupations”. (Land Revenue in British India, 
page 49.) 

Land revenue under the r 3 'otwari system is a graduated rate per acre 
of each kind of soil and liable to revision at stated intervals with i-eference 
to fluctuations in prices. As a provision tkus exists for taxing the profits 
of rj’otwari proprietors at every resettlement, it cannot be said that 
Government has in any waj' sacrificed the public revenue by exempting the 
agricultural incomes of such proprietors from income-tax. It is therefore 
unjust and opposed to principle to remove the exemption so far as the in- 
come derived from ryotwari land is concerned. 

The case against the imposition of income-tax on the income derived 
from zamindari land rests on a much stronger foundation. The zamindaris 
in this Presidencj' have been constituted under Registration XXV of 1802 
which was framed upon Regulation I of 1793 of the Bengal Code. The 
necessity for this enactment arose from the confused and unsettled state 
in which the assessment of the land had been left by the former Govern- 
ments. It is described in the preamble that, according to the practice of 
the Asiatic Governments, the assessment of the land revenue had fluctuated 
without any principles for the determination of the amount, and without 
any security to the zamindars or other persons for the continuance of a 
moderate land tax; that, on the contrary, frequent enquiries had Been 
instituted by the ruling power, whether Hindu, or Muliammadan, for the 
purpose of augmenting the assessment that it had been customary to re- 
gulate such augmentations bj’^ the enquiries or opinions of local officers, 
and that it had been usual for the Government to deprive the, zamindars 
and_ to appoint persons on its own behalf to the management of the zamin- 
daris, thereby reserving to the ruling power the implied right, and the 
actual exercise of the proprietary possession of all lands whatever. The 
object of the Regulation was to remove the causes of such uncertainty of 
tenure and insecurity of property, and “to grant to zamindars, their 
heirs, and successors a permanent property in their land, in all time to 
come, and to fix forever a moderate assessment of public revenue on sucl|. 
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lands, tho amount of ■\vliich sliall nevei’ be liable to be increased under any 
circumstances”. The Government thus came under an obligation not to 
raise the jama or as it is sometimes called the pcshhash, fixed at the per- 
manent settlement in respect of the lands then granted. Under these 
circumstances, tho Government could not imiiose income-tax upon the 
iucorao from lands in respect of which the jama oi peshicash is payable 
without in fact, if not in name, increasing the amount of such jama or 
jjeshhash and thus committing a breach of tho obligation undertaken at 
the time of tho permahent settlement. This view of the moral obligation 
which rests upon the Government of respecting the pledges given to the 
zamuidai-s at the time of tho permanent settlement is borne out by the 
following utterance of Sir James Stephen in one of his admirable speeches 
in tho Legislative Council : — 

“Those to whom wo succeed, and whose policy laid the foundations 
of the power which we possess, deliberately gave to a largo and influential 
class of tho population over Avhich wo exercise that power, a pledge on the 
faith of which relations have grown up which modify the whole frame- 
work of society. No one is more strongly impressed than I with the im- 
portance of scrupulously maintaining the pledges given at the period of 
tho permanent settlement.” (Speech in the Legislative Council, April 
6th, 1871.) 

It has often been said in justification of the proposal to subject 
tho income from zamindari lands to income-tax that such income has grown 
enormously since the time of the permanent settlement and that its con- 
tribution to the public exchequer in the shape ef jama or peshkash is 
almost negligible wlien compared with contributions Iroiii similar incomes 
derived from other sources. AVhile granting without admitting that this 
is so, the Association submits in reply that such a contingencj’’ was con- 
templated by the framers of tho permanent settlement and that in fixing 
tho jama or pcahkanh the future increase in the resources of tho zam- 
indaris wore taken into consideration. At the time of the permanent 
settlement of Bengal, Lord Cornwallis in fact declared in a proclamation 
which he issued “that tho proiiriotors of land sensible of the benefits con- 
ferred upon them by tho public assessment being' fi.xed forever” would 
“exert themselves in tho cultivation of their lands under the certainty 
that thej' will enjoy exclusively tho fruits of their good management and 
industry' and that no demand will over be made upon them or their heirs 
or successoi’s by tho present or any luturo Government for an augmenta- 
tion of tho public assessment in consequence of the improvement of their 
respective estates”. 

The claim of tho zaniindars for exemiition from income-tax in respect 
of their agricultural incomes is opposed in certain quarters on the ground 
that they acquiesced in the lovj’ of such a tax in the year 1860, and in the 
imposition of certain cesses over and abov'e land revenue later on. It may 
bo pointed out in reply to this argument that the income-tax was intro- 
duced in 1860 as a temporary source of revenue in order to meet the fin- 
ancial dislocation caused by tho Mutinj' and that the landed 
classes acquiesced in it to signify their loyalty to the Government and their 
readiness to undergo sacrifices on its behalf. As a matter of fact, the 
Board of lleveniie at IMadras at the time earnestly pressed on the Govern- 
ment the injustice of imposing this tax in respect of income from lands 
held on the ryotwari principle. They said that “the tax will virtually 
bo an enhancement of the land tax”, that “it is foolish to plead that the 
ryot is like tho tenant farmer, of England paying only a rent for his 
land” that “the Government occupies the joint position of landlord and 
State”, that “the ryots pay what can only he called a combination of 
rent for the land and tax to the State” and that “to impose an income- 
tax on the profits of land held on this tenure is clearly to tax a second 
time, and in a peculiarly vexatious manner, land which experience shows 
is generally too highly taxed already”. “The ryots”, _ tho Board further 
observed, “will indubitably regard it as a breach of faith. They have been 
repeatedly assured by the Home and Local Governments that they may 
do what "they please with their lauds, and enjoy the full benefit of any 
improvements made by their own means, provided they pay the regulated 
assessment. On this assurance they have acted, invested capital largely 
in the improvement of their lands in the full confidence that the pledge 
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\voiild bo respoctod”. “Tlioy cannot”, the Board continued, “Jiclp regard- 
ing tins fresh tax on their profits from these lands as a breach of the 
pledge voluntarily given, and their confidence in the faith of Government 
cannot but bo shaken. Unreprasonted in the Government and unable to 
influence the imperial legislature, they ivill also see the frail tenure, on 
Avhich . their rights depend; they will apprehend that if necessity — a plea, 
the correctness of which they can have no nicnns of testing — can only bo 
urged, the income-tax may be indefinitely prolonged, its rates enhanced 
its incidence extended”. Future reductions of assessment and other con- 
cessions will bo regarded as dictated hj' interested motives and preliminary 
to future taxation and that confidence in the moderation of Government 
which it has taken years to secure will be seriously .shaken. 

The zamindars of Bengal were at first determined to object to the 
income-tax as an infringement of their rights, but they soon gave up the 
point and accepted the advice and example of the greatest of their body. 
The Rajah of Burdwan in a remarkable letter to the Legislative Council 
announced that “he would sot an example to his follows of submission to 
income-tax because it was levied after tlic great Jlutiny of 1857”. It is 
hardly fair that a patriotic act like this should bo turned against the zamin- 
dars as a reason for setting aside tlic plain terms of the ijormnnent settle- 
ment. 

So far as the cesses are concerned, they were first imposed in Bengal 
in 1870 in the teeth of strenuous opposition of the zamindars of that pro- 
vince bj’ the casting vote of the President of the Secretary of State’s 
Council, and against the decided opinion of the majority in the Council, 
having intimate acquaintance with the conditions of this country. Sir 
Er.skine Pony wrote: 

“f have reluctantly come to the conclusion, after many struggles 
and attempts to draw fine distinctions in support of a different view, that 
the language and acts of Lord Cornwallis and of the members of his day, 
were so distinct, solemn and unambiguous that it would be a direct viola; 
tion of British faith to imjioso special taxes in the manner propo.sod. 

“In 1854, Lord llalhousio, a man of no weak will, was most desir- 
ous to impose a local tax in Bengal for the maintenance of an improved 
police; but after reading Sir Barnes Peacock’s masterly exposition of the 
pledges which Govei-nmont had entered into in 1791-93, the groat pro- 
consul was compelled to accede to the soundness of the Chief Justice’s 
argument and most reluctantly abandoned his pi’ojects. 

“Here then we have the plain language of Government, the contem- 
Ijoraiiea exposita of its framers, the unanimous conviction of the imoplo 
and the declared consequence of the State in the justice of the i)opular 
interpretation during a period of 80 years. What is the answer attempted 
to this state of facts? 

“The Government of India allege that the language of the perman- 
ent settlement itself in section VII of Lord Cornwallis’ proclamation is 
large enough to enable them to imiiose the taxes in question; but the 
argument on close examination proves so unsound that the Secretary of 
State abandons it. 

“Two other arguments have been brought forward first, that the 
imposition of the income-tax proves that taxes additional to what the 
zamindai-s pay as land assessment may be imposed over most parts of India 
in addition to the land assessment. 

“As to the income-tax it cannot be considered sound logic,_whon the 
meaning of particular pledges is in question to argue that because a des- 
potic Government has on one occasion without consulting the people con- 
strued the pledges in its own sense, that act of the Government is a fair 
proof that their construction is riglit and just. 

“With respect to cesses additional to land revenue having been ini- 
posed in other parts of India, I am compelled to observe that in my opi- 
nion the Secretary of State has not interpreted the facts correctly and 
that the exposition of the Lieutenant Governor of Bengal is the true one”. 
(Sir Erskine Perry’s dis.sent, dated May 14, 1870.) 

I'redei’ic Currie admitted the unsatisfactory state of Indian Fin- 
ance, but it cannot justify our laying a special tax on the zamindars of 
Bengal to do which Sir Erskine Perry’s paper shows ‘ conclusively would 
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1)6 a breach of laith and the violation of the positive statutory eugage- 
jiiont made with aamiudars at the pormanout settlonieiit” . (Sir Frederic 
Currie’s dissent, dated May 4, 1870.) 

Sir Thoby Prinsep Avrote as follows: — 

“I have never felt so deeply grioA’-ed and disappointed in a decision 
given in opposition to niy expressed opinion as AAdien it was determined by 
a casting vote to approve and forivard the despatch referred to at the head 
of this paper, for I regard the principle laid down in the despatch to be 
erroneous, AA'hile the policy inaugurated and the measures sanctioned will, 
if attempted to be carried out, alienate the entire population of India from 
the Government of India and shake the confidence hitherto felt universally in 
its honesty and good faith. 

“The Court of Directors, the Imjierial Government and Parliament, 
were all parties to the resolution to fix the GoA’^erninent demand upon the 
land of the Provinces then held by the East India Company in Bengal in 
peri)etuity. 

•‘The traditions of this period are now forgotten, and neiv ideas are 
about to bo introduced into the financial administration of India, AA'hich 
1 should be sorry to think are likely to be attributed to the change of Gov- 
ernment which took place tAvelve years ago. The right of unlimited and 
uncontrolled taxation is always a dangerous one to assert, and who could 
have oxijccted that this policy should be advocated and such arbitrary 
powers claimed by a Queen’s Government”. (H. T. Prinsep’s minute of dis- 
sent, dated May 19, 1870.) 

Sir Henry Montgomery said: ‘‘A Government should not, in my 
opinion, voluntarily place itself in a position laying it open to be charged 
Avith a breach of faith”. (Sir Montgomery’s jninuto of dissent, dated May 
18, 1870.) 

Ross Mangles wrote as folloAA^s: “It appears to me to be very doubtful 
as to Avhat length the GoA^ernment of India may feel themselves justified in 
going under the sanction of the despatch just sent. They may, I fear, be 
encouraged to take steps Avhich may lay them justly open to a charge of 
breach of solemn promises. Unguai’ded action may destroy in a moment 
the credit AA’hich the British Government has Avon by its honorable persis- 
tence, for a period little short of a century in the unbroken observance of 
its pledges; such a price Avould be too dear to pay for even an object so 
laudable as the education of the masses. We have no standing ground in 
India, except brute force, if Ave ever forfeit our character for truth”. 
(Ross Mangle’s dissent, dated May 25, 1870.) 

Sir Frederic Halliday, himself a past Lioutenant-GoA'ornor of Bengal, 
among other things, Avrote as folloAA's: — 

“The zamindars remonstrated strongly — they pleaded the distinct and 
solemn iiromises of the Permanent Settlement of 1792, AAhen Lord Corn- 
wallis had exhausted the resources of- language to assure them that the rate 
then assessed on their lands was ‘irrevocably fixed forever’ and that they 
should in all future time be free from ‘any further demand for rent, tribute, 
or any arbitrary exaction AAhatevor’. These great national pledges, they 
urged, had been scrupulously adhered to in many financial difficulties and 
under all changes of GoA^ernnient from CornAvallis to Canning and could 
not noAv be broken without a deliberate abandonment of plighted faith. 

“All the official persons of the province Avho Avere consulted, supported 
those remonstrances, and ihe Lieutenant-Governor of Bengal transmitted them 
to the Government of India and enforced them with a powerful and, I think, 
unanswei’able argument. But the Goverjiment of India was unmoved, _ and 
declared in reply that it was determined to persevere in its determination”. 
(Sir Frederic Halliday’s minute of dissent, dated May 25, 1870.) 

The landholders ultimately reconciled themselves to the levy on the as- 
surance conveyed in the despatdi of the Secretary of State sanctioning the 
cesses that they would bo imposed for the construction, maintenance and 
improvement of such Avorks as Avould benefit the cess-payers ‘immediately’, 
‘directly’ and ‘palpably’, 

Q. 137. Duties on inheritance or succession . — Whatever may be the case 
in regard to western countries, so far as this country is concerned, the 
proposal to levy a tax on property changing hands at death is beset Avitli 
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peculiar difficulties and liiglily impracticable. It was seriously discussed by 
eminent administrators in India in the sixties of the last century and was 
given up on account of its unsuitability to conditions obtaining in this 
country (vide Finances and Public AVorks in India by Sir John Strachey 
and Lieut. -General Eicliard Strachey, pp. 366-368.) 

The chief difficulty lies in the fact that the majority of the people of 
this country are Hindus governed by the jMitakshara system of Hindu Law, 
under ivhich sons and grandsons acquire by bii-th an interest imthe ancestral 
property of their father and grandfather and become members of a joint 
family and on the death of a member of a joint family the remaining mem- 
bers acquire by what is called suiwivorship as distinguished by succession 
the interest of the deceased member. Under this system thei'e is no such 
thing as succession to jiroperty so called. Members of a joint Hindu family 
do not succeed each other and their rights arise by birth. No individual 
member of such a family has any interest which he can transmit at his death 
to his heirs. In such circumstances, no question of death duty on his estate 
can at all arise, for he leaves none at his death. 

If, in Shiite of the above considerations, it is maintained that each 
member of a joint Hindu family is in fact entitled to a specific .share of ascer- 
tainable value in the joint familj' iiroiierty which he can claim to be 
allotted to him if a partition were made, and that the survivors who derive 
benefit by his death may justly be required, as in the case of ordinary suc- 
cession, to pay a percentage on its value towards the public revenue, it may 
be pointed out that under the Hindu family system there is as much chance 
of decrease of one’s interest in the joint family by the birth of fresh mem- 
bers as there is of increase by death and that if duty be levied on increase 
by reason of deaths, it stands to reason that compensation should be given 
for decrease by reason of births. This is hardly practicable, though it should 
follow logically from the position taken up by the upholders of the death 
duty. 

If every deceased person’s share is to be the subject of death duty, it 
will involve the le\T of Ihe duty on the share of each child that, might bo 
born into the family-, and die soon after the birth. AVith infant marriages 
and the consequent heavy toll of infant mortality prevalent in this country, 
there will be frequent occasions for property changing hands by survivor- 
ship, necessitating the levy of duty at frequent intervals. This must cause 
no small pain and vexation to th'e family and msvy even result in the whole 
property being swallowed iip by the duty. 

To get this difficulty, it is proposed to exempt the estate of sons 
and grandsons dying in the lifetime of their fathers and grandfathers from 
liability to the payment of the duty and to make the levy only on the 
death of the head of the familj'. This proimsal is liable to. the objection 
that the propei-tj"^ is not in any sense that of the head of the family. He 
is only a sharer like other members. There is no justification in principle 
for levying a duty when a member who hapjjens to be tlie head of the 
famil 5 ' dies and not when other members of the coparcenary die. The fun- 
damental iH'ineiple of taxation is that it should fall equally on persons 
similarly situated. Further, under this proxjosal a father succeeding zo 
his son’s share is not liable, whereas a son succeeding to a father’s ^are 
is liable. It is hard to see why there should be anj' discrimination between 
the two cases. Again, suijjjose there is a familj' consisting of a father 
and three sons and one of them dies. It is far from being clear what the 
advocates of death duty would urge in such a case. The benefit of the son’s 
share accrues not only to the father but also to the other sons, i.e., the bro- 
thers of the deceased. If the scheme is to exempt all cases where a father 
succeeds by survivorship to the son’s share, what is to happen when the 
benefit accrues not only to the father but to the collaterals of the deceased 
as well. There is no conceivable reason why a distinction should be drawn 
between a case where the benefit acciuies solety to the collaterals and a 
case where the benefit accrues to the collaterals along with the father. 

There is also the difficulty that the net benefit accruing to the survi- 
vors is not easy to fix. Debts contracted by the deceased really for family 
necessity may be challenged to be separate debts, and as such not binding 
on the estate, and the debts contracted by the surviving members may be 
claimed as family debts. There is no presumption tliat debts contracted 
oven by a managing member are for family necessitj'. There is further 
the pious obligation on the part of the son to discharge the debts, which 
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are not ^egal or immoral, of the father to the extent of the share which 
he gets in the ancestral estate. Any enactment imposing a death duty on 
property accruing by survivorship will also have to take note of the obli- 
gation on the part of the survivor or survivors to maintain the widow, 
the mother, the unmarried daughters of the deceased and other members 
whom the deceased was under an obligation to maintain, and ako of the 
obligation cast upon the survivor or survivors to defray the marriage ex- 
penses of the maiden daughters of the deceased, etc., and to perform his 
funeral ceremonies. All these liabilities have to be taken into account 
and reduced to some money value in working out the duty and this is by no 
means a light task. 

There is one other point which deserves consideration. If survivorship 
is to be treated as succession for purposes of death duty, is the Hindu 
Law principle that when a member of a joint family dies and his collateral 
or collaterals succeed by survivorship, the family property is not liable for 
the separate debts of the deceased to be maintained in its integrity or 
not? Is survivorship to be treated as succession proper for one purpose 
and not for another? There is no system of law in which devolution of 
property is not treated as succession for the pui'pose of the deceased’s own 
debts and treated as swell for tlie purpose of the State intervening and 
claiming a duty thereon. 

Such a tax has fui-ther to be safeguarded by provisions against eva- 
sion by collusive sales, gifts or settlements in contemplation of death or 
otherwise, which cannot but be harassing. 

It is almost impossible in this country to get at the personal propei’ty 
of the deceased for the purpose of succession duty. It seldom takes the 
form of public investments, but is often laid out in cash, bullion and pre- 
cious stones. These latter in most cases pass in domestic secrecy into the 
hands of persons other than those from whom the duty has to be collected. 

As Sir Henry Maine said long ago, “No approach to fairness could be 
made in the assessment of such a tax, unless the procedure were made to 
the last degree inquisitorial”. 

In the opinion of the Association, no form of direct taxation would be 
mre unpopular, more opposed to the Hindu sentiments or more difficult 
to assess. 


Mr. Venkataranga Rao gave oral evidence as follows 

The President. Q. — ^You have been Secretary of the Madras Landholders’ 
' Association for 20 years? 

A. — Yes. 

Sir Percy Thompson. Q. — I think in your statement you are trying to 
prove the proposition that, if you tax agricultural income to income-tax, you 
are taxing it twice over? 

A. — ^Yes. 

Q. — ^Do you make that as a universal statement, whether it is laud 
permanently settled, or whether it is land subject to temporary settlement? 

A. — ^In the case of both. 

Q. — Take, for instance, a piece of tomporarilj^-settled land; say, ’et 
for Rs. 100, and wo suppose for the sake of argument that the laud revenue 
paid on it is Rs. 40, so that the holder gets an income from it of Rs. 60. 
Let us call that holder A; he sells it to B; what price does B pay? Does 
B pay a price based on his getting an income of Rs. 100 or a price based on 
his getting an income of Rs. 60? 

A. — ^I think Rs. 60. 

Q. — ^In other words, what he has done is to amortize the amorint which 
he pays by way of land revenue. 

A.— Yes. 

Q.— He just draws the Rs. 60 which he expected to get when ho bought 
the property and suffers no tax at all. He paid a price applicable to Rs. 60, 
and if he does get an income of Rs. 60, he is not taxed at all, 



A. — ^He is taxed at tlie end of the period : if it is temporarilv-settled 
land, lie irill be taxed at the end of 30 years. 

Q. — You would only treat as a tax that part of the land revenue -which 
is an increase over and above the land revenue -which he was paying at ihe 
time of purchase? 

. A. — I do not see any distinction whether -w'e call it a tax or land revenue. 
Ee is paying a certain contribution to Government, and that conuriliution is 
lixod for a certain period. 

Q. — He is not bearing the burden of that tax. 

A. — Not immediately, bub at the end of the period he has to pay. 

Q, — The Rs. 40 is part of his liability under the purchase price. He 
ivould have had to pay it in any case. Supposing at the next set! lenient 
land revenue is put up from Rs. 40 to Rs. 50, your argument is that the 
additional Rs. 10 can be called a tax, but do you claim that the Rs. 40 
which he paid, and knew he had to pay, can be called a tax ivhen he has 
discharged the liabilit 5 'p 

A. — I do not think it can be called a tax. 

Q. — ^Let us no-w suppose that the land is permanently settled, so that - 
at the next settlement the land revenue of Rs. 40 cannot be increased and 
it is not a tax. If it is not a tax, can you tell me why the other Rs. 60 
which the man draws and which, according to your owni admission, has paid 
no tax, should be exempted from full income-tax? 

A. — Because he ivas given an assurance that it won’t be taxed. 

Q. — The contract was that that assessment would not be raised, but 
that cannot be construed into a pledge that, when an annual tax is 
imposed on all incomes, this fixed assessment on land would exempt him 
from the operation of the genei-al tax. 

A. — ^If that is so, what is the meaning of the permanent settlement? 

Q. — This is what section 4 of Regulation XXV of 1802 saj’s: 

“The Government having reserved to itself the entire exercise of its 
discretion in continuing or abolishing, temporarily or permanently, the 
articles of revenue included according to the custom and practice of 
the country, under the several heads of salt and saltpetre, of the sayar, 
or dtities by sea or land, of the ahkari, or tax on the sale of spii'ituous 
liquors and intoxicating drugs, of the excise on articles of consumption, 
of all taxes personal and professional, as well as those derived from, markets, 
fairs or bazaars, of lakhiraj lands (or lands exempt from the payment of 
public revenue), and of all other lands paying only favourable quitrents, 
the permanent assessment of the land-tax .shall be made exclusively of the 
said articles now recited.” ' ' 

Thus they expressly reserve the power to withdraw or increase or do 
what thej^ like with regard to all personal taxation. 

A. — 1 do not agree. 1 don’t think that is the meaning of the section. 
The zamindars were levying these taxes at the time; and the Regulation 
says “hereafter you should not levy tho.se taxes”. The Regulation prohibits the 
zamindars from levying these taxes which before the permanent settlement 
they were levying. Le-i’ydng of taxes is a sovereign po-w'er and they have 
been depi-ived of that sovereign powder. That is the meaning of that 
section. As a matter of fact, motvrpha Avas leAued by some zamindars even 
after the settlement; but in 1870 or so GoA^ernment prohibited them_ from 
levying this tax and paid them a compensation. I knoAV one of the zamindars 
in this Presidency got a compensation of about 2 lakhs. 

Q. — Section 1 says: “Wherefore, the British Govornment,^ impressed 
AA’ith a deep sense of the injuries arising to the State and to its subjects 
from the operation of such principles, has resolved to remove^ from its 
administration so fruitful a source of uncertainty ^ and disquietude, to 
grant to zamindars and other landholders, their heirs and successors, a 
permanent property in their laud in all time to come, and to fix for e-ver 
a moderate assessment of piiblic reAmnue on such lands, the amount of which 
shall never be liable to be increased under any circumstances”. Then 
section 2 says ; “In conformity to these principles, an assessment shall bo 
fixed on all lands liable to pay revenue to the Government ; and, in con- 
seqvence of svclt assca.smcnf, the proprietary right of the soil shall become 
A'csted in the zamindai-s or other proprietors of land, and in their heii’S and 
laAvhil successors for CA^ei’”, 
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NoWj how can you say that this fixed land revenue was otherwise tlian 
consideration for the proprietary right granted to the zamindars? 

A. — ^At the time there were three classes of zamindars. One class was 
the ancient zamindars who were exorcising quasi-sovereign rights prior to the 
settlement. In the case of those zamindars this Regulation simply confirmed 
those rights. It did not give them any fresh rights. 

JDr, Myder. Q.-^When this compensation for the vioturpha was paid, 
Avas it paid to the zamindar who exercised the sovereign rights or to all 
classes of zamiudai'S? 

A. — Only to the zamindars who ivore exercising some sovereign rights 
prior to the permanent settlement. But the regulation places all the 
zamindars on tlio same footing. There is only one regulation for the several 
classes of zamindars. 

Sir Percy Thompson. Q. — The .section that T have read out does not 
represent the true facts? 

A. — No; it does not. 

Q. — ^Thon wh3' ivas the fact not reiiresentod at that time? 

A. — That section has been interpreted bj' the Prii'y Council in many cases, 
as saj’ing that Goi'ernment did not confer an,y fresh rights but only eon- 
fiisncd the iirovious or pre-existing rights. 

The President. Q. — ^Slaj' I read to j'on the further passage in Sir James 
Stephen’s speech which you have quoted? It reads thus: “A great public act 
like the Pei-manont Settlement is not to bo interpreted, and can never have 
been meant to be intorjireted merely by reference to the terms of the docu- 
ment in which it is contained. Its moaning must bo collected from a con- 
cideration of the circumstances under which, and of the objects for which, 
it ivas made; in considering what is, and what is not, consistent with 
its terms, wo must look at the gradual changes which have occurred in the 
condition of the counti-y since it Avas enacted. This is the only Avay in 
which it is possible to Ajndor.stand fully transactions of this kind; and it 
is peculiarly Jiocessary in the case of a transaction, AA'hich, however import- 
ant, neither is nor professes to be, a complete and oxhaustiAm statement 
of tlie relations botAveon the GoA’crnment and its subjects. The permanent 
sottlomont regulates only one branch of one part of those relations, and 
it must be interpreted bj' reference to others.” 

A. — Quite so. It is in relation to the revenue from land that the 
zamindar claimed exemption from tax. 

Q. — It is one branch of one part. 

A. — I do Jiot knoAV that. Of course, they cannot claim exemption from 
all taxes simplj' because thej' pay the land revenue. But in respect of 
incomes from their estates, tho.v saj' they should not bo taxed again because 
they are alreadj' taxed, and that tax is permanent, and .should not be 
increased or decreased under any circAimstances. That is the meaning of 
the section. 

'Sir Percy Thompson. Q. — In respect of land revenue, it shall not bo 
increased. But that a,, distinct pledge with regard to the land reA’-enuo 
can relieve land from all taxes of a general nature which may hereafter be 
imposed, is a very big claim. 

A. — ^Any tax which imposes a fresh liability on the zamindar in respect 
of his land is certainly a breach of the permanent settlement. 

Q. — ^It is rather strong to cottend that Avhen the Government agree to a 
permanent settlement,^ AvliateAmr the needs of the Government might be 
afterAvards, they are precluded from getting anything more from the lands, 
oven Avhen the new tax is imposed on the lands in common with other forms 
of. income. 

A. — ^That is hoAV this Regulation has been interpreted very recently 
by the PriA-y Council in the Urlaiu case. The passage I have quoted in any 
niemorandum is from their jixdgment. 

The President. Q. — ^If you intei’pret it as barring one personal tax, does 
it not bar also other taxes? 

A. — No, it does not; suppose a zamindar trades and' makes a profit. 
vir-67 



Q. — Supposing <a zaininclar has noihing but the income from his land. 
You say that the whole of that income is free from all other taxation. 
Applying the same logic that income, even when it is used in other ways, 
cannot bo taxed. 

A. — ^No. Suppose a zamindar opens a big business and makes a profit. 
He is liable to be taxed on the pi'ofits. 

Sir Percy Thompson. Q. — ^As the President says, suppose tlio zamindar 
has no income except from his lands. If your daim is that by virtue of that 
the Government is precluded from taking anything more than the land revenue 
fixed under the permanent settlement, that would equally debar the Govern- 
ment frdin taking any customs duty, for example, in respect of the articles' 
which he purchases out of that income. 

A.— I do not think so. 

Dr. Jlyder. — That would be a tax on the expenditure of the zamindar 
and I do not think that the zamindars contend that their expenditure 
should not be taxed. According to the plain meaning of the terms, the 
land tax is on the income. 

The President. Q. — It says that it is fixed — a moderate assessment of 
public revenue in respect of the land. 'J'heve is no reference to the income 
from the land. 

A. — ^How is that x’ublic rovonne fixed? The public revenue is ii.ved 
with reference to the income from the lands. That is how the peshhash Avas 
fixed. The system adopted U'as this; 50 per cent of the gross income was 
set apart for the cultivating ryot. Oxit ofi the other 50 per cent Govern- 
ment took two-thirds and left one-third to the zamindar. In the case of some 
estates 90 per cent was taken by the Government and only 10 per cent 
Avas left to the zamindar. This public revenue bore at that time a definite 
relation to the income from land. 

Sir Percy Thompson. Q. — The point is that it is a tax on the land hut 
not on the personal income of the holder of the land. 

A. — ^I^^lat is the meaning of 'tax on the land’ P The land does no! 
pay any tax. I get income from the land and I pay tax on that, incoAue. It 
is the person that gets the income and pays the tax. There is also another 
aspect of this question AA-hicli I AA'ant to press upon this Committee. This 
permanent settlement Avas not purely a fiscal arrangement. It AA’as based 
upon political considerations also. The Government- may have, no doubt, . 
sacrificed .some revenue, but that loss is more than compensated by the 
loyalty and attachment of these big landlords, which the GoA’-ernment has 
secured. It was thought to be of a much greater importance to secure the 
loj'alty of these zamindars than to get full money value from them. That 
aspect of the question is almost forgotten in this controA’-ersy. 

The President. Q. — ^I do not think it is forgotten. But we are looking 
at the matter from the taxation aspect and not from the political aspect. 

A. — But you should not isolate it altogether. If you try to understand 
the permanent settlement, you miAst take all these factors into consideration. 

Q. — ^Let us not enter into the political aspect. 

A. — ^The amount paid Avas A'ery large in some cases. If the income was 
12 lakhs, the zamindar paid about 3,50,000 in the shape of peshhash, and 
about 1,50,000 in the shape of road cess. This comes to aboAit 5 lakhs. Thus 
he is paying 5 lakhs out of 12 lakhs toAvards the needs of the State, whether 
you call it a tax, or rent or revenue. That means 40 and odd per cent of 
ins income. Can you say that he is not contributing enough toAAmrds the needs 
of the State? So, AA'hy .should you tax him again? That is one aspec-t of the 
question. Noav the zamindars AA-ere paying these taxes long before’ other 
communities AA-ere paying any. It Avas only in 1850 that the income-tax or 
license- tax AA-as introduced, because the Government - thought it Avas unfair 
to leA^' taxes only on one class of i)eople. The zamindars, on the other hand, 
have ■ been paying from the very beginning. This factor also should be 
taken into account. Even as it is, the zamindars contribute a fair share 
toAA’ards the expenditure of the State. 

Q. — ^You refer us to a ‘remarkable letter by the then Raja of Burdwan 
whore ho says “He would set an'examijle to his fellows of submission to 
income-tax, because it Avas levied after the Great Mutiny of 1857”. IVe 
have not been able to pick up the reference. Coqld you give us more of tho 
contents of the letter? 
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ji' is referred to in the Minute of vSir F. Hiilliday, extracted in 

the Reijort of the Bihar Landownci's’ Association for the year 1905. 

• s- Q- — yon think that yonr quotation from Corhu-allis 

IS fully justified .P Do you think that his remark udll apply to the absentee 
landlords also, who hare sold awas' their rights and hare divested themselves 
of the rights? 

A.— Wlien the estates were sold, the purchasers must have paid for all 
the privileges guaranteed to their predecessors in title. 

2Vte Maliarajadluraja Bahadur of Burdxmn. Q. — Dr. Paranjpye perhaps 
says that not knowing why these permanent tenures were created. 
Permanent tenures were created because not only the land revenue was 
heavj' but because of the difficulty of the time of pajunent fixed by the 
Government. Alffiost every zamindar defaulted, and in consequence, the 
Patni Law in Bengal was enacted in order to help the zamindar to collect 
the land revenue and pay according to the Icists. I’herefore, it was not a 
question of the zamindar’s desire to go away from the permanent rights 
and become an absentee landlord. That is why these permanent tenures 
were created, that is, to give facilities to the landlords to collect their 
land revenue. That is the history of the Patni Law in Bengal. But 
Dr. ParanjiDye classifies them Avith a big zamindar aa'Iio had given away 
his. rights completely — a thing Avhich perhaps exists in Madras. 

A. — ^In this Presidency I do not think we have such kind of tenures. 

Q. — ^The preamble to the Patni LaAV clearly states the point. 

Br. Paranjpye. Q. — ^Are there any absentee landlords in Madras? 

A. — ^Not many; they live mostly on their estates. 

Q. — With regard to the death duties, do you consider that the imposition 
of death duties will be an infringement of the permanent settlement? 

A. — I do not think so. 

Q. — ^You distinguish betAveen survivorship and succession. It may be 
a A'ery good point for the laAA'yers. 

A. — ^It is. not I that make the distinction. It is the Hindu LaAV that 
makes it. 

Q.—Docs it matter very much to a person Avhethor he gets the estate' 
by survivorship or succession? 

A. — ^Yes; it does. 

Q. — ^How ? 

A. — Suppose there is a family consisting of three brothers, A, B and C. 
If A dies, his property accrues to B and G by surviAmrship. But they are 
not liable to pay A’s debts. They get his property but they are free from all 
liability with regard to his debts. Biit if they get it by succession they 
are bound to pay. So that there is a great difference. 

Q. — ^The debts are binding on the estate. 

A. — No; they are not. It does not appls^ in regard to coparceners. 

Q, — If he had incurred the debts fpr the benefit of the estate, then it 
AAnll have to be paid. 

A. — ^Even then, it is not so. 

The President. Q. — ^He gets the share and does not pay the debts? 

A. — ^If you treat that as succession for purposes of levying a tax, you 
must also treat it as a succession for purposes of paying off his debts. 
But you don’t do it. As things stand the Hindu Law does not allow the 
property being made liable for the debts of the deceased. If the property 
passes to the son, then he is bound to pay. 

Q.— To say that they are exempt from paying the debts is not an 
argument against levying the duties. 

A. — There must be some principle. _ You milst folloAV either the lArinciplc 
of succession or the principle of survivorship. 

Dr. Paranjpye. Q. — ^But ordinary common sense says that when a father 
dies, his son gets the father’s right in- the family property. 

A. — ^BuO you must remodel Hindu Luaa' before 3 'ou think of imposing 
a duty. 
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i'he Frcbident. Q. — Don’t you think it jb fair to iinpobO llio tax on all 
communities irrespective of their ijorsonni lavs? 

A. — ^But personal lavs must he respected. 

Dr. Paranjpyc. Q. — You may have j-our laAvs of succession as j’ou like. 
JJut you should be prepared to pay to the State vhatover duties it chooses 
to impose in common vith other communities. 

A. — Till recently the legislature acted on the principle that personal lavs 
must bo respected. Take the Indian Succession Act. It is restricted only to 
certain communities. This shovs that the personal lav of other communities 
vas respected. 

The President. Q. — Can a coniinunity escape a tax by adopting a 
lieculiar personal lav? 

A. — They do not adopt it. 'They ai-o born vith it. Every community 
has got its ovn personal lav vhich must bo respected. 

Dr. Pavaujpye. Q. — ^AVoukl it not be iiossiblc for a nev communitj’ to 
arise, binding together a thousand iioople and adopting such iiersonal lavs 
that vould make them free of any tax? ' 

A. — I do not knoAV that. It is a liypoLhetical case, I do not know if 
such a case has over arisen in this country. 

Dr. Ryder. Q. — Hov much vould bo 'realized from the zamindars if 
death duties verc imposed? 

A. — It all depends uiion the taxable minimum you arc going to fix and 
the rate. 

Dr. Paranjpyc. Q. — Suiipose Rs. 5,000 is the minimum limit and you 
charge at the rate of 5 per cent, 

A. — You vill got a lot of money. 

The President. Q. — Your other objections to the death duties aro chiefly 
administrative ? 

A.— Yes. 

Dr. Paranjpyc.' Q. — The fundamental principle of taxation is that it 
should bo equal on all classes. Nov, hovever, in the application of this prin- 
ciple you find a Hindu is treated entii’oly difi'erently from a Christian. If 
the latter dies his estate vill have to pay a pi’obatc dutj'j if a Hindu dies 
his estate vill have to pay no tax at_all. 

A. — ^You must understand mj- remark vith reference to its context. 

Q. — ^You say that the fundamental inlnciplo of taxation is that it should 
apply equally to all pcoiile; don’t you think that they should bo treated so, 
so tar as probate duties aro concerned? 

A, — ^You should apply this principle subject to the limitations of personal 
law. Suiiposo a father dies and the son succeeds, his son has to pay a 
duty, but if the sou dies and the father succeeds he need not pay. 

Q. — If the scheme is to oxeini»t in all cases, vhethor the father succeeds 
by survivorship or the son, vliat is the point? What do you mean by collate- 
ral of the deceased? 

A. — ^Tt means brothers and uncles. 

Q. — If the father is living, if a man has got father an‘d brothers, it 
von’'t go to any of the collaterals? 

A. — Suppose a son dies, the father succeeds, ho gets the property. Ho 
does not pay any tax. That is the question I vas discussing. 

Q. — I would like to know the benefit accrues to the collateral. 

A. — Suiipose it is adjoint family consisting of A, B and 0. A’s son dies, 
his share accrues to the whole of the joint family. 

Q- — ^Potentially it belongs to the father. The uncle’s share will not be 
affected at all by the death of his brother’s son. If there aro two brothers 
one has got a son and the son dies, then the second brother’s share in the 
family is not affected at all? 

■ — It does increase. 

Q. — How? 

Suppose the son is alivo, there is the possibility of a partition. 
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Q- — Supposing A and E arc tiro hrotliors, and A Las Lis sou 0 . C dies; 
B’s share ■vvill not Lc affected, so dt ■won’t affect the collaterals. 

A. — Perhaps so. 

Q. — You sa3' that “debts contracted bj- the deceased reallj’ for family 
necessity may be challenged to he separate debts and as such not binding 
oji the estate and the debts contracted bj' the surviving members may bo 
claimed as family debts.” You will find that for debts an abatement is 
always given. 

A. — ^Yes, i^rovided thej' are family debts, but siipx)ose thej" are not proved 
to be familj" debts. Before jmu levy the tax, you must decide the question 
whether debts are contracted for family j>urposes. 

Q- — ^If the debt is found to be not for tho family, an arrangement nill 
have to bo made. 

A. — It is an administrative difficiilty. 

Q. — Such difficulties arc alwa.vs there, even in England. 

A. — do not think such difficulties arise in England at all. Supi)ose 
a man surrenders his propertj' during his lifetime. 

Q. — Gifts made within three j’ears of death will be taken into considera- 
tion. 

A. — ^IVhy should you introduce that principle? Suppose I give away 
my i^ropertj' within two j’cars of death, why should j-on treat me differently 
from a jjerson who did likewise five yeai’s before death? 

Q. — think peojile will make gifts just before death just to avoid dutj'. 

A. — I do not think that applies to this country. I know recently one 
leading lawyer made a settlement of the whole of his i)roperty during his 
lifetime. It was a bo?ia fide transaction. In such a case what will you do? 

Q. — ^It is tho question of time limit there. 

A. — ^Whj* should 3’ou bring in. a time limit here? He never expected 
to die within one year of the settlement. 

Q. — You must make a hard and fast rule. 

A. — Simp!}’ because j'ou want some moueJ^ Suppose a Hindu becomes a 
saiiyasi, there is a civil death in his case, how would you charge death 
duty ? 

Q. — No death duty is charged on such cases. 

A. — Whj'', his property’’ i)asses to his son._ I therefore saj' these are all 
difficulties that do not occur in other countries. 

Q. — Such practical difficulties occur in all countries wherever death 
duties have been imposed and thej' have been, got over. 

A. — ^Slost of the difficulties do not arise, under English Law. at all. They 
are iieculiar to Hindu La^^^ Sfy whole j)oint is that I am objecting to the 
principle of this taxation. You have no right to treat survivorship as 
succession. 
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28th May 1925. 

BANGALORE, 

Present: 

Sir Ciiaiu.es Touhunte]!, k.c.s.i., i.c.s., President. , 

Sir UiiAY CiiANj) Mahtaii, ti.o.i.n., k.c.s.i., i.o.sr., iMaliarajaclIiiraia 
J3aharhir ol Burdwati. 

Sir Pekcy TuoAirsoN, k.ii.i;., c.n. 

Dr. K. J’. Pahanji’YB. 

Dr. L. K. llY'mni, m.l.a. 


Mr. C, H. MASTERMAN, I.C.S., Collector of Salt Revenue, 
' Madras, was examined. 


Written memorandum of Mr. Masterman. 

Q. 51. — I accept Iho statoiueut of the general policy to be followed in 
resiiect of the taxation of salt. 

Taxes are imposed to meet the e.xiionditiire iiicurred by ’ Government 
for the benefit of all classes of the iieopio under its rule. It is, therefore, 
reasonable that every class of the population, however poor, should contidbutc 
something however little to the public revenues. Salt is an article of 
universal consumption. 'I’lie tax on salt is, therefore, an admirable method 
of ensuring that pvoi-y member of the community pays something towards 
the iiublic exchequer. On the other hand, no particular member of the 
community uses a very large quantity of salt nor does any particular class 
use an undue quantity as compared with other classes, so that the tax docs , 
not press too heavily on any particular individual and is not unfairly 
oiiiu’essivo on any ijarticular class. Again, the salt tax is an indirect tax 
and as such is a tax Avhicli can be collected from the poorest’ classes, from 
Avliom it is almost inqjossible to collect direct taxes, in a form Avhich is not 
irritating and causes little protest. Salt is a necessity and consequently 
the consumption of.it cannot be curtailed to any great extent by an increase 
of the tax. The demand is inelastic and is not affected by the rate of tax. 
This is an advantage from the i)oiut of A'iow of the budget maker and is not 
disadvantageous from the point of view of the tax-payer so long as _ the 
article taxed, as is the case Avith salt, is not Aised in A’ery large quantities 
by any individual tax-payer and so long as the tax is limited, as it is in 
the case of the salt tax, to a figure AA’liieh is not largo enough to affect 
consumption and cause deprivation. Ideally a tax on luxuries is no doubt 
to be preferred to a tax on necessaries but in a country like India Avhere 
a very large proportion of the ijopulation do not use luxuries, it becomes 
necessarj' to tax necessaries in order mat a large proportion of the 
population may not escape taxation altogether. 

The objections usually rai^d against the salt tax are — (1) That* it is 
oppressive in its action uiAon the lowest class of the population because it 
raises the price of salt and consequently deprives the people of the use of 
an article which is essential to their Avell-being. There is, however, no 
proof that the poorest classes are dopi-rted of the full quantitj^ of salt they 
Avant oAAuug to the tax and it does not appear that they pay unduly for it. 
In the Madras Presidency Avith the salt tax at Es. 1-4-0 the incidence of 
taxation per head of population per annum is only 6 annas 1.8 pies and the 
average retail pric^ of salt throughout the Presidency is onlj" 1 anna 9 pies 
per Madras measure of 120 tolas. It cannot, therefore, he said that the 
tax is oppressive or that the price of salt is oxcessiA'’e. It is significant 
that there are very few cases ol illicit manufacture of salt or of atlempled 
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l]ieft of salt from factories hofore duty lias boon paid on it, wliicli indicates 
tliat the price of duty-paid salt is so low .that there is no inducement to 
break the laAv in order “to get it cheaper. Further it by no means follows 
that the abolition of the tax ivould mean a decrease in the retail price. The 
Gorernment, while imposing the tax, take steps in various ways to see 
that the retail price is not unduly high. The abolition of the tax and the 
consequent withdrawal of all Government control would probably mean more 
profit for the middlemen engaged in the salt trade with no benefit to the 
consumers. 

(2) That it is a bar to scientific farming. Although India is an agri- 
cultural country there is little scientific farming on a large scale. The main 
reason would seem to he, not that the salt tax prevents the extensive use 
of salt manures (actually in Jfadras very little salt is used as manure), but 
that the land is in the hands of millions of .small holders. There will 
perhaios bo a case against the salt tax on this score when* scientific farming 
has made some headway, hut there are many more formidable obstacles tlian 
the salt tax to bo got over first and in India it is certainly not true that 
the salt tax is one of the main obstacles to scientific farming on a large 
scale. 

(3) That it hampers indu.stries. Some industries use salt, such as 
soap and glass industries, hut it is lecognised that salt required for 
legitimate indusirial j)urpo.scs .should bo issued duty-free. All industiios 
wliich require sa't do got it duty-free and there have been no complaints 
as to the conditions under which it is issued. 

None of the above objections are very cogent. I consider, therefore,- that 
the salt tax is an admirable form of indirect taxation. It is a tax of 
general incidence reaching the pooi-est classes but is not oppressive in its 
action on even the very poorest. It yields a considerable revenue and is 
comparatively easy to collect. 

Q. 52. — I accept the statement. A tax of general incidence must be a 
tax on an article of food which is consumed by all classes of the community. 
Even a tax on land is not a tax of general incidence .since every one does 
not own land. Salt is the only article of food used universally by all classes, 
rich and poor, and the tax is not o])prossive because the quantity used by 
each individual is small. 

Other possible alternatives, though neither are so universally used as 
salt, are betel loaves and tobacco. A tax on either of these would be very 
difficult to collect. In a large agricultural land like India it would be a very 
difficult and expensive task to prevent the illicit cultivation of either betel 
or tobacco, whereas in the nature of things, salt can only ho obtained in a 
small strip of land along the coast which it is comparatively easj^ to ‘protect’. 

Q. 53. — ^The incidence of the salt tax in the Madras Presidency may he 
taken to he, with the salt tax at Rs. 1-4-0, As. 4 4.8 pies. The figure is 
calculated by dividing the amount of duty collected on salt which leaves 
the factories by the population. The incidence in 1922-23 shows a higher 
figure-rAs. 5 1.8 pies — because owing to speculation by the merchants very 
much more salt left the factories than was consumed during the year. 
Annas 4 4.8 pies may bo said to bo the normal. This cannot be said 
to be high though in making comijarisons with other countries the average 
income per head of population or in other words the comparative capacity 
to pay taxes must ho t.aken into consideration. Even, however, .allowing 
that the average income per head of population in India is comparatively 
low. the rate of the salt tax in India is not high. 

Q. .54. — If salt is to ho taxed, the primary duty of Government is to 
collect the tax imposed upon it, whatever form that tax may take. Since 
liowever in taxing salt, Government are taxing a necessity of 'life. Govern- 
ment have a secondary duty to perform, which is almost as important as the 
duty to collect the tax. Government is under an obligation to see that the 
people got a reasonably pure article and that they do not pay ajr unduly high 
price for it. Clearly one method of achieving this double object is to make salt 
a Government monopoly, in which case Government would be entirely 
responsible for manufacturing good salt and 'for selling it to the public 
at a cheap rate. Any profit which the Government might make on the sales 
would then he placed on the credit side of the public accounts and woxikl 
he in lieu of an excise duty. 
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Apart from tlio practical ' difficulty of interfering with many well- 
established xjrivato interests at this stage, there ai)i)ear to mo to be some 
very serious objections to a Government monopoly.' The whole object of a 
monopoly would bo to ensure that the retail price was reasonably low. 
To achieve this, Govoi-nment would have to make itself responsible not only 
for the manufacture of salt and its wholesale disposal, hut also for retail 
sales, otherwise there would bo no guarantee against profiteering in retail 
sales and either Government would make no profit or the retail price to 
the public would not be 'controlled. A very large Government staff woTild 
have to bo maintained not only for manufacture but also to control the 
whole process of distribution from the factory to the consumer. This would 
be very expensive and it is very doubtful indeed if Government could ensure 
a low retail ijrico and at the same time get any xirofit. T consider too that 
the Government monopoly of a necessity of life is objectionable on political 
grounds. 

If, on the other hand, a wholesale excise .system is resorted to and 
Government make themselves responsible for the collection of the excise ~ 
duty and nothing else, allowing the Hcenseo to make what salt ho likes and 
to sell it where and at what prices ho likes, there is a great danger of the 
consumer being forced to pay a high price for a commodity U]ion which 
Government have imposed a high duty and for which consequently Govern- 
ment are morally obliged to see that the price is not tinduly high. 

It, therefore, ai^poars that the only practical solution is a via media — an 
excise sj’stem under which both the qHalit 5 ' of the .salt made and the price 
at which it reaches the consumer is in some way controlled by the authority 
which imposes the excise duty. This is the .sy.stom now in force in Madras, 
under which Government control to .some extent the quality of the salt 
manufactured by excise licensees and hy the manufacture and sale of ' 
Government salt seek to control the price of oxci.so salt. The quo.=tion 
remains as to whether it is desirable to extend this control hy increasing 
Government stocks or whether it is now safe to slacken the control to some 
jxtont hy curtailing Government manufnctnre, in which latter case the 
further question arises ns to whether some means, for ensuring a low retail 
price, other than that of accumulating Government stocks and putting them 
on the market when necessary, might not ho devised or whether the com- 
petition of licensees is not itself a sufficient safeguard to ensure that salt 
reaches the consxuner at a low price. . * 

If a monopolv .system is to continue side by side with an excise system, 
any extension of the monopoly system at the expmise of the excise is 
•primn jade uneconomical, because it is onl.v advisable to put monopoly salt 
on the market when excise nriecs .show a tendency to j-ise. If there is_ no 
tendency to rise, it is obviou-sly undesirable to hamper fj-ee competition, 
which itself regulates price.s, hy selling monopoly salt which cannot as a 
I’ule he m.ade so cheaply as excise salt .and has consequ07)tly to he sohl 
at a loss. Thus, laj-ge .stoclfs of monoj)olv .‘■alt are accumiilatod which it 
is not desirable to sell in noianal years. Evoniually they become unsaleahlo 
and have to ho destroyed. Tlio whole 7 >roccss is niost uneconomical. The 
only question is as to whether it is worth while to incur this loss in order, 
to gaiii the advantage of having large OoA'crnment slocks available on any 
occasion when thov Jiiay he wanted. T do not think that it is. In normal years 
when salt is identiful, there are now, T thijik, sufficient factories and .sulficient 
competing licensees to ensure that the j^rice of salt does not I’iso too high. 

It is only in bad vears either owing to had seasonal conditions or ovdng 
to a national crisis, such as tlie late War, that the necessity for barge 
mononoly stocks would arise. T eomsider that with the further extension 
of salt pans over widely separated Tiarts of the coast the danger of a had 
year in all parts has been minimi.sed and that the occurrence of .a national 
entastronhe cannot ho legislated for. Wliilo not recommending the abolition 
of monopoly manufacture altogether, I do not consider that there is a case, 
for the extension of fho system and I consider that the uneconomical 
accumulation of largo Government stocks is too high n nrice to pay for a 
possible safeguard in a crisis, the occurrence of which I believe to he 
doubtful. • 

It follows from what has been said above that I would recommend the 
gradual extension of the excise system at the expense of the monopoly even 
though the salt sold by Government is already in the Madras Pyesidency 
veiy much less than half of the total amouiit sold. The figures for 1923-24 
are — “Salt .sold by Government”, 2,768,054 maunds, "Salt sold by excise 



537 


licensees”, 8,563,401 niaviutls. Generallj' speaking, I wonkl recommend the 
abolition of monopoly 2 >ans and their conversion into excise wherever there 
is excise salt_ in the same locality. This would leave as monopoly the 
Eunore factories where there is no excise salt to compete with the monopoly 
salt and such small monopoly factories as Karambalam where the salt is 
made for a special purjjose, in this case for supply to the French Govern- 
ment. I consider it advisable to retain Ennore as monoi>oly because it is 
desirable to have one fairly large centre of Government stock for emergencies. 
The com'ersion of other existing monopol 5 ^ pans into excise does not 
necessarily imply the entire loss of control by Government over prices. 
One of the great defects of the monopoly system is that Government have 
to accumulate stocks oA'ery year whether they want them or not. In 
converting existing monopoly blocks into excise T would lease out the right 
to manufacture under what is known as the modified excise system with a 
clause whereby Government have a lien on a certain percentage of the salt 
manufactured which, if it is wanted, the licensees are bound to sell to 
Government at a fixed price. Bj’’ this system it is unnecessary to accumulate 
large Government stocks, whereas, if necessity arises. Government can 
always have at its command a stock of salt if it becomes necessary in any 
particular place to lower the price jof excise salt, on an occasion for instance, 
where, owing to the failure of one of two licensees, one pai-ticular licensee 
is left in the iiosition of a monopolist. 

The gradual conversion of monopoly into excise on the lines indicated 
above would not in the Madras Presidency constitute any great revolution. 
There are now only 6,046 acres of monopoly x^nns of which 3,523 are at 
Ennore. Of the balance of 2,523 acres I would retain 485 acres for special 
supplies which leaves a balance of 2,038 acres. The 90 acres of monopoly 

pans at ICarasa can no longer be worked as the factory has to be closed 

owing to the harbour Avorks and Government have apjAroved of the con- 
version of the 162 acres of jnonopoly irans at Kanu]>arti into modified 
6xci.se. There remain 1,786 acres for convei'sion of which 667 acres are the 
monoiJoly pans at Ganjam Avhich have not been worked for the last four 
years. 

While recommending the gradual conversion of monopoly pans into 
excise, 1 Avould not relax the control already exercised by Government oyer 
the iJroduction of a pure salt both in excise and monoi)ol 5 ’ factories. 

Government is responsible for seeing that the public gets a i>ure article and 
I consider that this object can be attained by a thorough sj’stem of 

laboratory tests and of brine tests in the factories and the strict refusal to 

store or let out of the factory ans' salt which does not pass these tests. 

I consider that this can be done without undue interference with an excise 

licensee’s method of maniifacture and the manufacture of that kind of salt, 
so long as it is imre, which is best suited to meet the demand of the market 
which it supplies. 

Q. 55. — As ali’eady stated, I consider that it is one of the primary 
duties of Government in imposing a duly on salt to see at the same time 
that the article reaches the consumer at a reasonably Ioav price. I have 
also stated in ansAver to Q, 54 that I believe that the competition to 

sell their salt betAveen different licensees is one of the most effective means 
to prevent a high retail price. If then by large scale manufacture is meant 
the manufacture of salt in a very few selected areas by a very small number 
of capitalist licensees, small enough in nnmbers to be able to combine and 
create a monoiJolj% then I should certainly consider that this state of affairs 
would be a proper ground for the extension of the GoAmrnment monopoly, 
because the element of competition to regulate prices Avould be absent and 
Government A\'ould be obliged to step in to break up a private monopoly. 
The cost of manufacture might be cheaper and the quality^ of the article 
made miglit bo better but there would be no guarantee that the combine 
miglit not profiteer and instead of reducing retail prices actually laiso Ihem. 

A less extreme form of large scale mauufa'cture would not howcA^er, 
T consider, be a good ground for extending the Government monopoly. 
So long as the number of liceirsees in each factory and the number of 
factories are sufficient to ensure competition, I see no necessity for the 
extension of the Government monopoly on account of a substitution of 
large scale manufacture to this extent for the production by a very largo 
number oFpetty holdings. Large scale manufacture to this extent AA-ould in all 
probability result in a reduction of the cost of manufacture and so long 
as the element of competition between the manufacturers is not elimin.ated 
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by too restricted a number of manufacturers, there is no reason to sxippose 
tnat the retail price would rise. It should under the ordinary laws of 
competition fall. 

The question is a hjqmthetical one. I am asked to state whether, 
supposing a certain state of affairs were to exist, a certain course of action 
would be desirable. I therefore refrain from comment both on the truth 
and on the desirability of the hypothetical premises, both whether I 
consider that large scale manufacture would result in cheaper and purer 
salt and also whether, supposing that it did, it 'would for other reasons 
be a desirable • state of affairs. 

I have taken the word ‘cheaper’ in the question to mean ‘cheaper to 
l)rodxice,’ not ‘cheaper for the consumer’. If the latter meaning is given 
to the word, then T would deny the truth of the hypothesis. It does not 
necessarily follow that large scale mamxfacture in its extreme form xvould 
mean a cheaper article for the consumer and if in a more limited form, 
largo scale manufacture did result in a cheaper and better article to the 
consumer, then there would be no ground for Government interference 
xvhich seems to me to be undesirable for other loasons. 

It seems to me to be perfectly reasonable to argue that; even assuming 
that large scale manufactxire would reduce the price of salt, largo scale manu- 
facture by Government xvould not have this result, for the siniixle reason 
that Government is not and ought not to be a business concoi-n. The primary 
object of a business concern is to make a profit. The price at which the 
consumer gets the commodity with which the business deals is fixed by a nice 
adjustment of supply and demand regulated by the competition of other 
suppliers. Neither the welfare of those who help to produce the commodity 
nor the welfare of the consumer enters into the calculation of the business 
except in so far as they tend to increase or decrease his profits. The primary 
function of Government on the other hand is to study the welfare of the 
whole population, whether producers or consumers. It is, therefore, incumbent 
upon Government to interfere on behalf either of the one or the other 
if the course of the bixsiness tends to press heavily on either. Government 
cannot, and should not, assume the dual role of a profit maker or of a 
ixrotector of the interests of the individuals who produce and consume. 
Either the profits will become negligible or Government will have to 
abandon the role on which its existence depends. 

Thus I would encourage large scale manufacture as tending to redxice 
the price of salt, so long as the manufacturers are not allowed to become so 
restricted as to eliminate competition bxit I would not advocate large scale 
manufacture by Government because I do not believe that manufacture by 
Government would tend to a decrease of the price of salt unless Government 
were content to forego the revenue which they now get from the duty and 
because I consider a Government monoixoly of an article of universal 
consumption to he objectionable in itself. 

Q. 56. — ^It is undoubtedly prima facie desirable that India should bo 
independent of foreign countries for her supply of those necessities which 
can be supplied by the country itself. Salt is one of these necessities and 
there is no doubt that that quality of salt which is" in demand in various 
parts of India coxild be sxxpixlied by India hei’self. It is not because a salt 
sxiitable for the Bengal nxai’ket caixnot be made in Madras, that Madras salt 
does ixot fiixd a max'ket iix Bengal but because imported salt is so cheap in 
Bengal that IMadras salt caixnot compete with it. Imported salt is cheap 
because it is imported at ballast rates xx-hile Madras salt has to pay heavy 
transport charges. To attempt to secxxi'o a mai-ket for Madras or Bombay 
salt in Bengal by a compulsory loxvei-ing of the railxvay rates for the 
transport of salt in India xx'ould be in the long run a policy' of robbing 
Peter to pay Paul. Under tliese cix’cxxmstances, the lex^y of an import duty 
seems to be the only feasible method. The one objection raised is that it 
would be unfair to the Bengal consumer. Tlie argument is — “Why should 
the Bengal consumer have to pay more for his salt in order to benefit the 
industries of other provinces’’ ; for it is doubtful, since imported salt noxv 
pays an impox-t duty equivalent to the excise duty on Indian salt, xvhether 
the rex'enues of all India xx’oxxld benefit to any' great extent by the im])osition 
of an hnpqrt duty on salt. If, hoxvever, a long-sighted view is taken of the 
situation, it is doubtfxxl if the Bengal consumer ox'er a long series of years 
woxild pay more for his salt than ho does now. The imported supply' is 
prccarioxxs. Not oixly did thd War completely stop the su])pl.v bxxt tlie coal 
strike in England had the saine effect. It may ho presumed that strikes will 



be coDipuratively frequent over a miiuber of years. Oji all sucli occasious 
there is a dearth of adequate suijplies of salt in India because mauu- 
faeturors cannot budget for a demand which is so uncertain. On such 
occasions .salt is scarce, the price rises and the Bengal consumer has to pay 
very much more for Indian salt than he would if his regular supplies came 
from India. Tlius, over a number of years allowing for the probable 
stoppages of imported salt, it is veiy doubtful if the Bengal consumer would 
pay moi-c for his salt than he does now. On the other hand, instead of a 
precarious supply, ho would got a steady supply and the suppliers would 
know definitely the demand which they would be asked to meet each year 
instead of being called upon to budget for an unexpected demand owing to 
an unforeseen crisis. 

Q. 57.— The question of the economic results of sifting has to bo 
consiclercd in close connection with the rj[Ucstion of the retail sale of light 
adit bj' measure. The. argument of those who would prohibit sifting is 
something as follows: — ^in order to make his profits the retail trader wants 
light salt, the wholesale merchant therefore wants to get light salt from 
the factory in order that he may Jiavo for sale the kind of salt which the 
letail seller Avill buy, the wholesale merchant will only buy light salt from 
the lactovicn, the licensees therelorc in order to supply as mucli light salt as 
possible wilt silt their salt and only the light salt will leave the factory, 
the heavy salt remaining after sifting will be unsaleable. Now so far as the 
Government’ revenue is concerned tliis process will jiot affect it since the 
Government revenue is derived solely from the salt ivhich leaves the factory. 
But such a process if carried on universally would result in a rise in the 
retail price of salt. The licensee would.be selling only a part of his manu- 
facture, thus in order to pay for the cost of manufacture of the whole he 
jnust charge more for the part wliich he can sell, the wholesale mei chant 
will have to i)ay more for his salt and consequently tlie retail merchant will 
have to pay more and eventuallj' the consumer will pay for the extra e.xi)euse 
-of manulacture. Thus if this process was carried on and the mercliants did 
really find that it was profitable that it should be carried on, I certainly think 
that there would be a strong case for prohibiting sifting, since it has the 
effect of raising the retail price of salt which it is the duty of Government to 
prevent. But as a matter of fact sifting is not resorted to to any large extent 
in this Presidency and there has been no oxi>ressed desire to allow it. Nor as a 
matter of fact, do 1 think that it would be profitable for merchants. The fallacy 
seems to lie in the assumption that the retail trader can force on the con- 
sumer any sort of salt lie likes at any price he likes to ask for it. Public opi- 
nion and competition among the traders themselves prevent anything of tho 
sort. If tho public found that they had to pay more lor light salt they would 
soon demand a rather heavier salt at a cheaper price. There would not be 
wanting merchants Avilling to supply this demand uho would be able to buy 
heavy salt very cheaply from tlie factories. The sellers of light salt after 
sifting would soon find their business decreasing and would soon find that the 
process of sifting was not profitable. Thus in practice I see no necessity 
for a general prohibition of sifting though I would retain the right of 
Government to refuse applications for sifting in particular cases. 

Actually at present sifting has only been permitted in two places in tho 
Madras Presidency and applications to allmv it have only come from these 
two places — Covelong and Sumadi. At Covelong it is the heavy' small grained 
salt which is wanted for refining purposes and at Sumadi the licensee has 
agreed to sell both grades simultaneously j he wants the heavy small grained 
salt for sale in Calcutta, 

Q. 58.— It cannot be denied that theoretically it is desirable that salt 
should bo distributed to the coijsmner by the same standard as that by 
which the duty upon it is levied. As in the case of the duty the standard 
is one of weight, it is desirable theoretically that salt should be sold to the 
consumer by weight. 

In practice, however, there is nothing objectionable in the pr-actice of 
retail sale by measure unless it can be shown — (1) that the system of retail sale 
by measure encourages the manufacture and sale to the public of light salt 
and that light salt is intrinsically bad salt,- (2) that the consumer for a 
certain sum of money gets less sodium chloride if he buys salt by measure 
than ho would get for that same amount of money if he had bought by 
weight; (3) that the retail sale of salt by measure enhances generally the 
cost of salt to the consumer. 



'I'lio practice of retail sale by iiieasuro inuloubtcclly onooiiragcs tlic 

iuauufaeture of light salt, biit it has been proved that just as pure a light 

salt call bo nuulo as heavy salt and that light salt is not intrinsically ivorsc 
than heavy salt irrespective of the inothod Iiy ivliich it is sold to the 

consinnor. I do not, therefore, consider that the lirst proposition can bo 
substantiated. 

With regard to the second proposition, it is perfectly true that a 

nioasuro of light salt contains less .‘:odiinn chloride than the same unit ol 
heavy salt, the reason being that in light salt the grains do not lie so close 
together so that the consiiiner pays for more space between the grains than 
he would if ho wore Inlying heavy salt whore the grains lie closer together, 
it does not, however, follow that the consumer lor the same amount of 
iiioiioy w'ould get more sodium chloride if the salt which is sold to him were 
doled out to him by weight than if it wore doled out by measure. 'J'ho 
retail trader must make ins prolit .somewhere. As .mattoivs now .stand, Jio 
buys by weight and sells by mcasuro and ho makes his prolit by selling a 
light salt' by measure which he has bought by weight, it is at least arguable 
that if ho Avas forced to sell by Avcight he ivoiild make the same prolit in 
another way by charging more foi- a unit of weight than the amount lor wliicli 
lie bought that unit, that his profit would bo the same in either case and 
the amount expended by the con.suinor ivould actually buy the same amount 
of sodium chloride in either case. It comes to this, that, Avhen the consumer 
buj’s light salt by nioasuro, he i)ay.s for the retail trader’s iirofit by not 
getting (luito so much sodium chloride as the tradOr bought for the sum 
Avhich the consumer pays^ ivhen the eomsumer buys by weight, lie pays for 
the retail trader’s prolit by expending on a unit of salt a little more 
money than the money ivlncli the trader ])aid to buy that same unit of salt, 
it is, in fact, light salt which regulates the price of heavy .salt and there is 
nothing objectionable in this state of affairs so long as it is admitted that 
there is nothing objectionable in light .salt per sc. 

It has boon argued that, bocauso the i-ctnil trader likes to make his 
profit by soiling light salt, ho forces the consumer to consume light salt 
whether ho wants or not. 'I'liere .seems “to be no real proof of the truth 
of this statement. If the consumer generally wanted heavy salt, lie could 
have it, but in order that the retail trader might got liis Jogitimate jirolit 
he would have to pay more for it though he Avould got more for his money. 
Jt seems to bo true tboreforo that retail .sale hy measure encourages the .salo 
of light salt, but it is not true that light salt is itself necessarily had salt 
or that the consumer, oAving to the system of retail sale by measure, is 
forced to Imy the sort of salt AA-hieh ho does not Avant. 

Tho adAmntages of substituting sale by AA-oight for sale by jnoasurc aro 
certainly not self-evident and there arc cer,tnin practical objections to doing 
.so. The majority of buyers in the lianar buy in very small ((yiiantities — a 
pie’s Avorth at a time. 'I'ho ba/.ar man could not Aveigh out such small 
quantities as this. Ho Avould nob haA'o the time to adjust liis scales and 
Avoigh out a pic’s Avorth of salt to each of his consumor.s on demand. Hor 
AA’ould tho buyer like him to do so. He likes to see AA’hnt he is buying and 
Avouid certainly prefer to see a moasnroful giA'en to him for his money Avhere 
he can actually sec if he gets full mcasiu-o than to Inu’e his salt AA’eighed 
in scales of Avhich he has no means of knoAving AA’hother tho Avoights are 
correct or A\-hethor he is being cheated by manipulation of the scales. ] am 
convinced that the sale of salt l)y Aveight in the bazars Avould not bo poxiular 
Avith the ordinary small buyer aud 1 belicA'e that the retail seller AA'ould haA’o 
more scope for cheating the consumer than ho has uoav. Another point 
AA’orthy of consideration in this connection is that in Avet Aveathor salt AA'cighs 
very much more than in dry Avoather. Thus if the standard of a fair price 
is to bo taken as tho price for a certain Avoight in dry AA-eather, tho public 
AA'ill bo cheated in Avot Aveather. 

Q. 59. — It folloAvs from Avhat ] haA'o said in ansAver to Q. 54 that 
I am not in faA'our of opening GoA’^ernment depots. Generally .speaking. 
Government intorferonce in distribution is, T consider, undesirable. Jt is 
true that tho opening of Government depots might have the effect of 
cheapening the jirico of salt for consumers in the interior districts. It is 
also true that I consider it to bo inciuAibenL upon Government to sec that 
tho public gets its salt at a T-oasonablo price. On tho other hand, the 
primary duty of Government is to collect ns much roA^emAo ns possible from 
the sale of salt, alAVaj^s keeping in mind that tho price to the consumer 
must not bo unduly high. I do not see that any obligation is laid upon 



Goveniiiieiil to Jiiakc Hie price of salt the same in tlic interior as near the 
factories at the expense of the public revenues (for tliat is ivhat the ostablisli- 
niont of-Government depots amounts to) so long as the price in lIio interior 
IS not unduly bigb, which [ do not think tliat it is. Consumers in the 
interior must expect, and do expect, to pay rather more for their salt than 
those living near the coast. 'J’he position is generally equalised by the 
dilliculty of dwellers near the coast of getting other commodities as cheaplj'. 
Competition generallj' insures that the salt merchant does not profiteer 
justifying a high price on the score of cost of transiioivt. Recently serious 
breaches on the west coast lines prevented the imimrt of Bombay salt to 
Coimbatore. Stocks began to get low and the retail price of the salt rose. 
The situation was almost immediately relieved by the transport of excise 
salt to Coimbatore from Adirampatuuiu the licensees of that factory being 
only too glad to find a market. Jf that had not happened the price of salt 
at Coimbatore could have been regulated by sending Government salt 
from the Madras depot. .In either case the retail price in an interior 
district was (or could liai'e been) regulated by a measure which did not 
affect the revenue as the establishment of depots does. 

In normal times, therefore. 1 .sec no ju-stification for the cstablisluuent of 
Government deiiots with a view to reduce retail prices in the interior at the 
expense of the Government revenue. In a crisis such as the War, the 
establishment of .such depots maj' become nece.ssary but I consider it to be 
uneconomical and unjustifiable to legislate for the occurrence of such an 
eventuality. 

■ Q. CO. — Generally speaking it is doubtful if Euroiiean methods of 
den.aturation would be effective in India because the Indian poor would 
probably, eat salt which would be considered quite uneatable in Europe if 
they could got it cheaply. The main objection, however, to employing French 
methods of denaturation in India is the iirobable cost of the processes 
specified. 

Q. 169. — ^As the separation of the combined Salt and Abkari Depart- 
ments took effect only from last April, it is early to dogmatise on the result 
of the separation. As far as can bo judged, the separation has resulted 
rather in an increase of efficiency than otherwise so far as the Salt 
Department is concerned. The administration of a salt factory is more 
efficient now that there is always one responsible officer at the factory 
whose work is not interrupted as hitherto by calls to leave the factory on 
Abkari duties. 

It is probable that the salt establi-shment will cost less than the one- 
third .share debited to Central in the combined department. The actuals 
for the first four months after the sej)avation were Rs. 4.27,996 as compared 
with Rs. 4,46,774 being one-third of the actuals for the corresponding four 
months of 1923-24. There is thus a decrease of Rs. 18,778 in .spite of the 
fact that an unusual amount was sjjcnt in the early months of the separation 
on ti’avelling allowance owing to the number of transfer.s necessitated and 
in spite of the fact that some Excise Officers drew their pay at Salt 
Treasuries in March before proceeding to their new excise stations. 

It seems probable that a combination Avith Customs Avould not conduce 
to the efficiency either of the Salt or of the customs department and I 
consider a combination with Income-tax impossible, the income-tax 
department being a groAving one for AA'hich a separate provincial head 
seems necessary. 


Note on the ctnestion of liflxt salt, sale "by measure, siftingf, etc., 

Ijy aSr. Masterman. « 


I. The AA’liolcsalc merchant in order to IniA-e one mnund of salt ready 
for sale .spends the folloAving amounts; — 


ns. A. p. 


...0 4 0 
...14 0 
...0 8 0 


Cost price (cost of manufactui'c) 
Duty 

Gunnies, transport, etc. 


Total ...2 0 0 



This 1 inatuid of salt, if it is moderately light, will contain 25 measures. 
The retailor sells 1 mcasui-o for He. 0-1-6. 

From 25 measures, he will get Us. 2-5-6. 

Jlliddlemen’s profits are therefore lie. 0-5-6. 

— These profits have to he divided between the wliolesalo merchant 
and the retailer. 

(2) Jf the salt is to ho sold for inland the transport charges will 
increase and consequent) j' the retail pjico will be liigher. 


If. If the 1 maund of salt is exceptionally light, it may contain 30 
measures. 

The wholesale merchant still has to spend Rs. 2 to get this maund. 

I'he retailor still sells 1 measure for Re. 0-1-6. 


From the sale of 30 measures he will get Rs. 2-13-0. 


Middlemen’s profits are therefore Re. 0-13-0. 

Now, very much more salt containing only 25 measures is sold than 
salt containing 30 measures. Consequently, the average iniddlcnicu’s pi’o/it 

on the salt sold is less than ^ - annas. It may porhain; bo jmt dowji 

lit 8 annas. Now supposing this 1 maund of salt Avas sold in the bazar by 
weight instead of by measure. The consumer must still pay for the amount 
expended by the Avholesale merchant in the first instance plus middlemen’s 
profits. 

For 1 maund of salt ho Avill therefore pay Rs. 2-8-0. 


Thus in the first case he should pay for the weight of one measure 

Rb- 2-8-0 ^ , 

= Re. . 0-1-7 i- 

Rs. 2-8-0 

In the second case he should paj' = fie. 0-1-i. 


"iib 


Thus, in the first case the consumer gains, owing to the fact that salt is 
sold to him by measure, Avhile in the second case he loses. 

So long as salt is sold by measure in the bazar, the profits of the 
uiiddlemen are not constant, but differ according to the nature of each 
particular unit of salt sold. The retailer can afford however to sell salt 
of aA’^erage Aveight cheaply, because he looks for his extra profits in the 
exceptional cases AAdiere he can get exceptionally light salt to sell. 

The consumer, on the average, is not subscribing an undue amount 
toAvards middlemen’s profits. He pays a little less than he should for salt of 
aA^erage AA^eight and a little more than he should for exceptionally light salt. 
The more frequent, though smaller, gains make ujj for the greater, but 
less frequent, losses. 

The lAoint is that Avhether salt is sold by measure or bj' Aveight in the 
bazar, the consumer must pay for the middlemen’s profit. If it is sold 
by measure, the consumer pays for these profits by getting a little less 
sodium chloride than the amount of sodium chloride AA-hich the AA’holesalo 
merchant bought for the same amount of money. -If it is sold by Aveiglit, 
the consumer pays for these profits by getting the same amount of sodium 
chloride as the AAdiolesale merchant bought, but he (the consumer) pays 
a little more for it. 


Sifting. 


For 1 maund of salt the AAdiolesale merchant Avill still pay Rs. 2. Noav 
if he sifts this 1 mauitd of salt, he may ’get £■ of a maund of large grained 
salt containing 30 measures to the maund. That is to say, this 3 of a maund 
AVill contain 3x30=22^ measures. The other ^ of a maund Avill be useless. 

The consumer still has to pay for the original cost to the wholesale 
merchant (Rs. 2) jiius middlemen’s profits (8 annas). If this 22J measures 
is sold at Re. 0-1-6 per measure in the bazar it Avill fetch Rs. 2-1-9, and 
it is clear that the middlemen AA-on’t get their usual profit. It must be 
sold for at least Re. 0-1-9, in order that the middlemen may make their usual 
profits. Thus the process of sifting must raise the retail price of salt. 
The argument is exactly the same if the salt is sifted before it leaA^es the 
factory, or eA’hn before it is stored. Then the Avholesale merchant must pay for 
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i of a inaitnd of salt tlie cost of manufacturing 1 maund. The -wholesale 
merchant will have to pay more for his salt, and the retail price will 
consociuently rise. 

In Mach-as sifting is- not done, and this does not seem to be due 
to prohibition of the practice, but simply because it would not pay. If it 
was done, the result would be something as follows: — 

Tiight salt would bo sold in the bazar, but abo-ve the ordinary 
prico._ The consumer who does ixot care very much within limits if tho 
■salt is light or heavy would find he could get unsifted salt cheaper. 
Consequently, the demand for sifted salt would get less and less OAving to 
iiio competition of the sellers of unsifted salt. 

In Bombay sifting is ordinarily done. I believe that this must raise 
tho retail price of salt aboA-e the price at AA’hich salt Avonld bo sold if it Avas 
not sifted. Tliore is, therefore, a case for prohibiting tho pract’ce. 

The inirpose of sifting in Bombay appears to be lioAA-^ever tho grading 
of salt in order to suit differonl markets. If therefore the consumer oAving 
to tho practice of sifting gets the .sort of salt ho likes, then it is equitable 
that ho should pay slightly more for the luxury of getting exactly AA-hat ho 
wants and no A-ory strong case romains for lAiohibiting the practice. 

One argument u.scd in favour of prohibiting sifting in Bombay is that 
it fosters an uneconomic competition of Bombay salt Avith Idadras salt. It is 
clearly uneconomic that Bombay .salt should be sold in ^ladras AAhen lAladras 
salt can bo obtained on the spot. If it is so sold, the consumer is paying 
for transport charges unnccc.ssarily. I do not believe, hoAA-ever, that it is 
tho procc-ss of sifting Avhich onahlcs Bombay salt to compete AAuth Madras salt 
in Madras. Tho process of sifting AAould tend to have the opposite effect 
as tending to make Bombay salt more oxponsiA'c. If theie is any competi- 
tion, it must be duo to some other factor which makes the cost of manu- 
facture in Bombay lo.ss than in Madras. As a matter of fact, hoAA-ever, 
Boinbay salt is vnf competing Avith Madras .salt, except in those districts of 
the IMadras Presidency. Arhich arc nearer the Bombay sources of supply than 
the Afadras sources, e.g., the West Coast disti-icts. Here it is economically 
sound that Bombay salt rather than Madras salt should be sold. _ No 
Bombay salt has come into tho Madras (city) market in any appreciable 
quantities since 1910. In that year it came in as the Madras 
slocks Avero being depleted to meet the Bengal market, and Madras salt was 
consequently being sold at a ))rice far aboA-c its real value. 


Note on siipplying Bengal -with. Madras salt hy Mr. Masterman. 

There are tAvo main issues Avith regard to this question — 

(1) Is it possible for Madras to supply tho Bengal market? 

(2) If it is possible, is it desirable? 

(1) Numerous exjjerimcnts haA’o been conducted in Madras to discoAmr 
Avhother it is possible to manufacture in this Presidoncs'- a quality of salt 
suitable for sale in the Bengal market. It is unnecessary in this note 
to examine these oxperiment.s in detail. It is sufficient to state that 
tho experiments haA-e proA-ed that a suitable kind of salt can be made 
in this Presidenc.v, and, alloAving for the increased cost of making small 
quantities, that it can be made as cheaply as the kind of salt ordi- 
narily sold in Mad7-as. 

Whether this kind of salt can be juado in sufficient quantities to 
supply tlie Bengal market is a more doubtful question, and it js a ques- 
tion AA’hich j-aises a number of important issues. Roughly speaking, about 
140 lakhs of nmunds of salt are consumed in Bengal annually. In order 
to meet the ordinary Madras demand, allowing for the import of about 
18 lakhs of maunds of Bombay salt into tho Madras Presidency, for tho 
normal export of Madras Salt of about 25 lakhs of matnids mainly to 
tho Central Provinces, to Orissa and to Indian States, and for wastage 
after manxAfacture and storage, a quantity of about 120 lakhs of maunds 
has to be made annually. Noav, the season of salt manufacture owing 
to rqins in Jiily is .shorter in factories in the north of thes* Prpsidoncy 



tliaii it is in tliose in tho south. Consequently, the nnmial average 
yield per aci-e is less in the norlhorii factories than in the .southern, aiTd 
this fact is quite irrespective of the nature of the soil or the quality 
of the brine supply in particular _ factories. JTho average annual yield 
per acre in the southern factories is about 1,277 inaunds; in the nortliei-n 
factories it is about 761 nniunds. As, however, tho extent of laiul under 
s.alt cultivation is greater in the north than in llie south, the average 
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annual yield per acre throughout the Presidency is loss than ' 


It works out at about 650 maunds per acre. Tims, on this b.asis, ii\ 
order to supply 120 lakhs .of niaunds, which is tho normal 3Iadras demand, 
12,632 acres of land would have to be cultivated. Actuals correspond 
fairly closelj' to this estimate. In 192.3, about 1.30 lalchs of maunds were manu- 
factured, and 13,263 acres were actually cultivated. In order, thei-efore, 
to supply the total ilfadras and Jlengnl demand of 260 lakhs of inaunds, 
27,370 acres would have to bo cnitivaled. In the existing factories, tho 
cultivable area, as oiiposcd to the cultivated area, after deducting the 
area occuiiied by buildings, channels, . bund.s, patrol paths, etc., is 
21,112 acres. Thus, the acreage which could bo cultivated, but is not 
at present cultivated, is 7,849 acres. Tl must bo remembered, however, 
that a large portion of this area has already been given up, as it has 
proved unsuitable for various reasous, such as the porous nature of 
the soil, for tho nianufacture of salt. Probably, only about half of it, or 
roughly 4,000 acres, is really suitable for salt nuiuufncLuvo. Thus, in order 
to supply the Bengal demand as well ns to satisfy the ordinary Sfadras 

demand, 4,000 acres, already existing within the limils of salt factories, 

would have to he made ready for salt cultivation, and new factories or 

extensions to existing factories to the e.xlont of 10.7.3S acres would har'c 

to ho made. 1 consider that this is po.s.sihle. though it is impossible to 
speak positively before a thorough examination of all possible areas for 
salt manufacture along the coast ha.s been examined. It ninst he remcm- 
herod too tluit it would he an oxpen.sivo Inisine.ss and would take time. 


If tiien a .sufficient quantity of that kind of .salt wliich tho Bengal 
consumer will buy can ho made in IMadras, the next question to ho con- 
sidered is as to whether this salt can he sold in Bengal. Clearly, 

it could not ho sold unlcs.s it was choaiior. or at any rate ns cheap as 
imported salt. There seem to he two ways of insuring that the price of 
Madras .salt should be levs tbaii that of imported salt ; (1) by inci-oii.s;ng 
the iirlce of imported salt, wliich can only ho done hj* enhancing the 
duty on imported salt, and (2) by granting concc-ssiona! rates for tho trans- 
port by rail and steamer of !Mndras salt to Calcutta. It is the transporr 
charges wliich make Madras salt exjionsive in Bengal ns compared with 
the imported salt which comes in to a very large extent at ballast rates. 
It would prohahlj' be necessary to uso both methods in order to insure 

that Madias salt was .sold as cheaply in Bengal ns imported salt now 

is. Once having sto])ped tho import of salt by a high duty, I imagine, 
though I am not acquainted with conditions in Calcutta, that diffi- 
culties as to goloh accommodation, etc., woqld disappear with tho break- 
ing up of the Calcutta ring of merchants inteicstod in imported salt. 


My conclusions with regard to tho po.s.sibiIitj’ of ^Madras supplying 
the Bengal nmrkel with salt aro therefore — 

(1) It is possible to make in l^fadras a kind of salt siiitablo for 
the Bengal market. 

(21 It is possible, though it would take time and cost money, to 
make a sufficient quantity of this kind of salt. 

(.3) It is po.ssible'io sell this salt in Bengal if tlic competition of 
imported salt is stopped by a high import duty. 

(4) It is ])ossib]e to .sell this salt as cheaply as imported salt is 
now sold in Bengal, if transport concessions are given. 

(2) If then it is possible, is it also desirahlc? 

Three reasons aro usually given to show why it is desii-able — 

(1) It would encourage Indian industries. 

_ (2) The Bengal consumer would get a more ccriain supply, nn- 

interrupted by European crises, such as wars and .strikes in the .shipping or 
coal trades. • 
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(3) Calculated over a number of 5 'ears, the Bengal consumer vould 
get bis salt cheaper. He might have to pay a little more for his salt 
in normal years, ljut vould have to pay far less in abnormal years, vhen 
the imported supply is stopped and the price of Indian salt is high, 
because stocks are lov’, manufacture in the previous year having been res- 
tricted to the normal demand. 

On the other hand, from the purely economic or taxation point 
of view, it is doxibtful whether it is desirable that JIadras should supply 
Bengal with salt. As matters ai’e at present. Government get per unit 
of salt the same revenue from imported salt as from Indian salt, the im- 
port dutj' being equal to the excise dutj'. If then IMadras salt took the 
place of imijorted salt in Bengal, Government would get exactly the same 
revenue from salt as they do now. On the other hand, the expense of collec- 
tion would be far greater. I have shown that the extent of factories 
would have to be nearly doubled. Not only would there be the capital 
expenditure of bringing these factories into being, but there would also 
be a large recurring expense on the upkeep of the factories and on the 
guarding establishment. On the other side of the account, there would 
be only a small saving on what I suppose is a very small customs establish- 
ment in Calcutta. From the tax collector’s standpoint, then, the proposal 
that imported salt into Bengal should be stifled by the imposition of a 
heavy import duty, and that Madras should supply the Bengal demand, 
is undesirable. Taking a wider view, it must be considered whether the 
encouragement of ‘home’ industries would lead to a real increase in the 
general prosperity of the population, and consequently to an increase in 
the tax-pajnng capacity of the people, or whether the encouragement of 
‘home’ industries is not itself so desirable an object as to outweigh the 
purely economic disadvantage. These are big questions of policy upon which 
I have neither the materials nor the ability to exjjress an opinion. 

I have not mentioned Bombay in this note, because I do not 
know if it is possible in Bombay to make a kind of salt suitable for 
the Calcutta market, nor what quairtities it would be possible to make. 
It must also be remembered that it would not be so economical for Bom- 
bay to supply" the Bengal market as it would be for Madras, because 
transport from Bombay must necessarily be more expensive than from 
factories in the Madras Presidency, north of hladi-as. If, however, Bom- 
bay could supply, say, half of the Bengal demand, then the problem of 
the quantity of supply so far as Madras is concerned becomes easier of 
solution, but I do not think that the nature of the arguments which I 
have used is affected. 


Mr. Masterman gfave oral evidence as follows : — 

T/ie Fresiclcni. Q. — ^You have sent us three notes. 

a'.— Y es. 

Q. — In your statement on i7ago 534 you say that “there is no proof that 
the poorest" classes are deprived of the full quantity of salt they want 
owing to the tax.’’ Have you any figures to show what is the quantity 
required for health and what is the average consumption per head in the 
Presidency? ■ 

A. — I can get some figures to show what is supposed to bo necessary 
for each person. 

Q. — ^I think 16 lbs. is the usual estimate of the requisite amount. Tbo 
kfadras consumption, according to your figures, is about 21. 

A. — ^Yes. 

Q. — Can you describe the method by which you arrived at that figure? 

A. — ^It cannot ho accurate, but the method is to take the amount of 
salt which goes out of the factory each year and divide it by the population, 
taking into account roughlj' only the population which consume.s Madras 
salt (and not Bombay salt) and leaving out of account salt which is exported 
out of the Presidency, whether by sea or bj'-' rail. 

VII— 59 
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Q. — 2 \. groat deal of salt niiglit go out from the Gaujam factorj' by road: 
■would that come into account? 

A. — Yes, because wo find out as noarlj' as possible how much salt is 
exported out of the Presidonej'. 

Q. — Could j'ou send us a calculation sheot^ showing how the figures for 
last year are arrived at? 

A. — ^Yes. 

Q. — ^Have you studied the calculation for other provinces? 

A.— No. 

Q. — There is an amazing variation (from 7 lbs. to 28 lbs.) between pro- 
vinces in the consumiAion per head. 

A. — In anj' case, j’ou do not get an accurate consumption per head, 
because all salt that leaves the factorj* in one year is not consumed in that 
5 ’ear; therefore, there must ho considorahlo inaccuracy. 

Q. — But the fact that similar sets of figures show that in one part the 
consumption is four times that in another suggests that thoi’c may ho a 
large illicit supply of salt in other parts. 

A. — Yes. 

Sir Percy Thompson. Q. — ^^Vould not there he a diffeienco in the con- 
sumption of salt between rice-eaters and others? - 

A. — T think people who consume rice uso much more salt than those who 
do not take rice. 

The Pj'esident. Q. — The difference between Bombay and hfadras needs 
some explanation. 

A. — am afraid I cannot romomhor the figures for Bombay. 

Q. — ^You say: “It is significant that thoi’o aro very few cases of illicit 
manuiactnro of salt or of attempted theft of .salt from factories.” In the 
early days of the department, I think there wore a.s many ns 10,000 cases. 

A. — I heliove so. - 

Q. — It is not purely a matter of the duty alone; it is also a matter of 
obedience being secured to the fiscal law. 

A. — There would bo more cases now, if it wa? really felt that the iirico 
of salt was high. 

Q. — Aro ijrettj’ elaborate precautions taken as regards illicit manufacture? 

A. — ^Yes, but even so very little crime is discovered, although there are 
still oppoi'tunities for illicit manufacture in spite of these precautions. I 
do not think illicit manufacture takes jdaco 3iow. 

Q. — ^Por instance, you have a very large preventive staff for patrolling? 

A. — ^Yes, it is fairly large. 

Q. — ^Would you describe the process of guarding? Would it bo at all 
easy for a theft to take place from a factory? 

A. — There is a fence all round' the factory of prickly pear or barbed 
wire and the whole factory is patrolled. The circuit of the factory or patrol 
path is divided into beats and the place is patrolled by night, fifiie patrols 
are checked by superior officers. 


^Consumption of ^alt per head of the population in the Lladras Presi- 
dency and Indian States within its borders during 1923-24. 

l^rds. 

I. 'Total salt leaving Madras faetoiies .. 10,l8P 027 

„ imported 2|269’227 

12,i68,2Ct 

Dednot salt exported out of the Presidency l,683,C0t 


II. Population' of tire liladras Presidency including Mysore and 

Coorg .. .. (11) 48,938,550 

•• •• •• =(I)*7'(1I) = 18‘216 lbs. 


Consunrpfion per head 


Q. — ^How long is the salt n'liicli is scraped np allowed to remain oil 
the ridges? 

A.— That depends on the concessions given to factories; some are allowed 
to dry it longer; as a rule, it is taken to the drying ground after remain- 
ing on the ridges for two days. The concession of allowing it to remain 
on the ridges longer is onlj’ allowed' in those factories where the outer fence 
is strong. In the old days it was not allowed to remain on the ridges after 
sunset. 

Dr. Myder. Q. — How many factories have you got to guard in the 
Presidency? I think there are 65 working. 

A. — ^That is about rigiio. 

Sir Percy Thompson. Q. — ^Have you a number of licensees at these 
factories ? 

A. — ^Yes : at most of them thei’e is a great number of them. 

Q. — ^Is Ennore different from other factories? 

A. — ^It is a monoi>oly factory. 

Q. — ^lu the other tyi^e of factory udiere you have a number of licensees, 
is it the case that they simply pay the duty and can then sell salt anywhere? 

A. — ^After they pay the duty and get the salt out, thej' can sell the salt 
where tliey like. The merchants are required to declare its destination. 
From the drying ground, the salt is weighed and stored on a platform. 

The President. Q. — Is a licensee allowed to store his salt separately? 
If a licensee has enough salt to make a whole heap, he gets his own heap : 
otherwise, it is in joint storage. 

A. — That is so. 

Sir Percy Tho)ni)son. Q. — What do you mean by joint storage? 

A. — ^In one heap there may bo salt of more than one licensee. It is 
known how much salt in this heap belongs to a particular licensee, hut 
when the heap is outturned and the salt sold, each particular licensee will 
not necessarily be selling the salt scraped from his own pans. 

The President. Q. — ^The platform in which these heaps are stored has 
an inner fence round it, and there is only one entry through a gate which 
is guarded. 

A.— Yes. 

Q. — The stuff is weighed into store and weighed out? 

A. — ^That is so. 

Q. — Every difference between weighment in and weighment out has to 
be accounted for? 

A.— Yes. 

Sir Percy Thomjjson. Q. — How is the price which Government pay for 
salt at Ennore determined? 

A. — It is determined by a calculation of the cost of manufacture, and 
a small profit to the licensee is allowed for. 

Q. — ^^Vho determines the price? Hoes the Government say: “You 
shall manufacture for us at such and such a rate”? 

A. — The price is fi.ved by Gorermnciit. It is called the kitdivamin. 

Q. — Is it a customary price? 

A. — ^It is a customary price for each monopoly factoi-j' lasting from year 
to year, unless altered. 

Sir Percy Thompson. Q. — At Ennore there arc Government Inspectors 
who see that the brine is scraped at the right moment and before it gets 
too dense. 

A.— Yes. 

Q. — ^Do you take similar irrecautions whei’C there is private manufacture 
of salt? 
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Q'. — ^You can make a liglii sail or a licav 5 ' salt at will by using difl'erent 
XJi'ocesses ? 

A. — Yes, within limits. The nature of the soil and the situation of the 
factory also affect the weight of the salt. 

Q. — Is there any difference in taste between the two? Do some people 
prefer light salt and some heavy salt? 

A. — I very much doubt if there is any difference between the two in 
taste. 

Q. — Do people ask for a liglit salt or a heavy salt? 

A. — Not at all. I do not think they mind. 

The rresident. Q. — Don’t they say they want red salt or black salt? 

A. — YeSj in some parts they like what they call ‘black’ salt. 

Sir Percy Thompson. Q. — In other words, given the colour and the 
amount of sodium chlbridc thej' like, thej’ don’t care if it is light or 
heavy ? 

A. — No, within limits the ordinary consumer does not care whether the 
salt is light or lieaA'y. 

Q. — ^^Yhat is the point in making light salt? 

A. — ^It is easier for the merchant to make his profit if the salt is light. 

Q. — ^Because it is sold bj' measure? 

A. — ^Yes, because the merchant gets more measures out of the quantity 
of salt which ho has bought by weight. The consumer would pay exactly the 
same price for an equal wciyhf of heavy salt, but would not be satisfied be- 
cause he judges by looking at the quantitj’, and it would apj)car to him 
that he was getting less salt for his money. 

Q. — I do not see where the merchant gets any advantage. Suppose the 
consumer would pay 6 annas for lioavy salt. If tlio salt was half as light, 
he would pay 3 annas for light salt: if he pays more than 3 annas, 
he is not getting as much salt for his money. If ho only paj’s 3 annas, 
the merchant will not get anything more out of the light salt than out of 
the heavy salt. 

A. — Quite true, but the consumer would certainly imagine so long as 
salt is sold to him by measure that he was not getting double the quantity 
of salt for his 6 annas as ho was getting for his 3 annas. The merchant 
does not really gain bj’ selling light salt. He hopes, however, to make a 
big profit somewhere by getting particularly light salt, because the retail 
price cannot change with every .small variation iii the number of mea.sures 
to the maund. The consumer does not actuallj’ mind within limits Avhethor 
he has light or heavy salt. 

Q. — ^By doing down the consumer, he is going to make an exceptional 
profit? 

A. — The consumer is ‘done down’ when the merchant gets exceptionally 
light salt but the consumer may gain a little (i.e., the merchant may not 
make his normal profit) when he gets a rather heaAuer salt than usual, because 
the retail price cannot be changed for each small variation in Aveight. 
Generally speaking, the fact that the merchant is able to get a number of 
measures out of a certain Avcight of salt keeps down the price of salt. 

Q. — ^But it Avon’t keep doAim the 2 >rice of a giAmn quantitA- of salt. 

The President. Q. — You speak of competition betAA’een two Madras 
factories? 

A.— Yes. 

Q. — ^Let us take a case AA-here you have scientific system of grading salt. 
Suppose you have four grades, containing 48, 54, 60 alul 66 measures to tlic 
bag, respectively. Suppose also you haA'o a’ ring AA'liich controls the prices 
in a particular year and sends out emissaries to the market at Bangalore, 
they find that the heavy salt selling in that market at Es. 3 a bag gives 
54 measures. The ring would at once send down to that market salt of 
grade 3 Avhich gives 60 measures and sell it at the same price, i.e., Es. 3. 

A. — They Avill gain a little more -than before and the consumer will lose. 

t 
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Q. — There will bo no competition in this case. 

A. — ^Thab is the fault of the ring. If there had been no ring, a com- 
petitor would come and sell heavier salt cheaper. The man with the lighter 
salt would then have to reduce his price, and forego his extra profit or he 
Avould bo unable to sell his salt. 

Sir Percy Thompson. Q. — must assume that bj' selling salt of grade 2 
(54 measures), the man is making a fair profit, hut when salt of grade 3 
(60 measures) is introduced, the merchant makes more profit, because ho 
sells more measures. What is the man with the salt of 54 measures going 
to do? 

A. — ^He will probably have to sell a little cheaper and make a little less 
profit, if he is going to comiiete with the man who sells the salt of 
60 measures. The man who makes the i)rofit out of the 60 measures salt is 
making an undue profit. 

Q. — ^But the man with the 60 measures salt can always undersell the 
man with the 54 measxires salt, assuming that the cost of in-oduction is the 
same. 

A. — ^Yes, on the supposition that he can always be ceitain of getting the 
salt with 60 measures and at the same price as the man who has salt with 
54 measures. Then in that case salt with 60 measures is the normal salt 
of the^market and the retail price of it will be fixed by the cost of pi'oduction 
plus the profits of the merchants. 

The President. Q. — Push it down to the actual cost plus duty. While the 
man with the salt of 54 measures will be selling at actual cost phis the 
duty, the man with the 60 measures salt is still making a profit? 

A.— Yes. 

Sir Percy Thompson. Q. — Let us suppose that these additional measures 
are got_ by sifting. If you agree that the price is determined by cost of 
production plus normal profit, how in the world can cost of production plus 
normal profit on sifted salt bo less than the cost of production idus normal 
profit on non-sifted salt? 

A. — Quite so. In the sifted salt, the cost of production is more. 

Q. — Therefore, in the long run. the price to the consumer will be more. 

A. — ^Yes, that is to saj’, the cost of production for the man who hasn’t 
the sifted salt (i.e., 54 measures) will be less; he can afford to make a 
profit still, but the sixty man, in order to get his profit must charge more, 
because his cost of production is more. 

Q. — Does it necessarily follow that he can undersell? Let us suppose 
that the difference between 54 and 60 is 6 waste : if the 3 ' sell at the same 
in'ice, they make the same profit. 

A. — That is true : there is in-obablj^ very much more waste. 

The President. Q. — Normally, the all-round price of salt in anj^ market 
ill which sifted salt is on sale is higher than it need be? 

A. — Certainly. 

Dr. Dyder. Q. — I find the measiires for light salt to bo 52 and for 
heavy salt 42 measures. Obviouslj', if the price of salt is the same, the 
man who sells salt of measures 52 gets more monej\ 

A. — Yes, but these arc extreme cases. The man with tlie 42 salt can't 
afford to sell at the same price as the man with the 52 salt. To get his 
profit he must charge more. At an enhanced price he will probablj- be unable 
to sell his salt and he will bo driven out of the market. Ordinarilj', how- 
ever, in a particular market different salts will onlj’ differ in weight by two 
or three measures. 

Q. — ^In the other case, the man will be forced to raise his price : the 
man who manufactures heavy salt weighing 42 measures does not sift? 

A.— I am assuming that neither the 42 nor the 52 salt is sifted. If th<= 
52 salt is sifted and the 42 not sifted, the cost of production of the 52 salt 
will be more and the merchant cannot afford to undersell the 42 man even 
though he gets more measures out of his salt. 

The President . — Madras has occasionally made spasmodic efforts to sift, 
but it has never succeeded; in Bombay salt is graded; what the merchant 
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asks for is salt of grade so and so. In Madras ilio first thing done when 
a heap is opened is to tost it by measure and see how many measures come 
to the bag. 

Sir Percy Thohipson. Q. — Is it not a fact that a jiarticular grade depends 
on two things: first of all, the natural lightno.ss or heaviness of the salt in 
manufacture, and, secondly, tlie measure of the sieve through which it is 
sifted ? 

A.— Yes, but the second proee.ss is not done in Madras. It must acid 
to the cost of production and therefore to the retail iirice of salt. 

The President. Q. — in answer to Q. 53 j'ou say: “The incidence of the 
salt tax in the kladras Presidency may be taken to be, with the salt tax at 
Rs. 1-4-0, As. 4-4.8 pies. This figure is calculated by dividing the amount 
of duty collected on salt which leaves the factories by the iiopulation.”- 

A. — Yes. 

Q. — You say: “Governmont is under an obligation to sec that the 
people get a reasonalily pure article and that they do not pay ,an unduly 
high price for it. Clearly, one method of achieving this double object 
is to make salt a Government monopoly.” And j’ou say, “I consider too 
that the Government monopoly of a necessity of life is objectionable on 
political grounds.” You object to State socialism? 

A. — Yes; that is the fundamental objection. 

Q. — But do you object to State socialism as o.xhibitcd at Sambliar, 
Kharagoda, etc. ? 

A. — I do not knoAV about the conditions there. But why I object to it 
is this : firstly, it will do away with iirivate enterpi'ise and consequently 
affect the prosporitj' of the people unfavourabl 3 ' and minimise their general 
capacity to pay taxes ; secondly, it is imi>ract!cabIo. Tlic salt trade is 
quite a big thing in Madras. J do not think it is ijracticable now in 3Iadras, 
because 5 ’ou have got too many vested interests. 

Q. — Would you agree that in that half of India where salt is a monopoljq 
prices are lower and steadier than in the other half? 

A. — That assumes that the price of salt in Jladras is unduly high and 
that there are troubles about prices. ' 1 have never heard of anj’ complaint 
in Madras. 

Vr. Uyder. Q. — 1 do not think it is a question of 2 >i’ices; but it is a 
question of fluctuation in ijrice. 

A. — Thej' do not fluctuate. The difference may bo as between different 
places; but fluctuations do not occur from year to year in any one place, 
unless there is a salt famine at a particular jdacc in which case salt can 
be brought from other places, when the price of salt under whatever system 
it is being manufactured and distributed will rise owing to transport charges. 
Even if it is a monoijoljq Government must charge for the transport if it is 
to run the business economicallj' and not sell the salt below cost of pro- 
duction plus transport. Of course, there maj' be some difference between the 
sea coast and inland. There will alwaj’s bo this difference; but it udll alwaj'S 
be the same. 

The President. Q. — The high railwaj' freights have a good deal to do 
with preventing the salt travelling 'a considerable distance? 

A. — ^Yes. 

Q. — Is it not indeed a fact that j’cars a"o it was a matter of constant 
anxiet 3 ' whether the cntr 3 " of Boniba 3 ' salt into 3[adras Avoukl not involve 
the closing of the factories in Madras? 

A. — ^Yes; but Bombay salt does not jiow come into kladras except to 
places on the West Coast which are nearer to Bombay. 

Q. — So long as that condition existed, it was a serious question for the 
Government of India? 

A.— Yes. 

Q. — ^You say it is not practicable to introduce monopoly in Madras. 

A. — No ; not without enormous expense. Y^ou have large licensees now 
who have sunk a large amount of capital for which the 3 ' have not yet got 
their return. 3Iost oi them hold their pans on a 25 3 'ears’ lease. You would 
have to buy them out. 
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Q. — Nearly all of tliem are bound fco sell yon at a fixed price? 

A. — No. Less than half of tliein. 

Q. — ^Does that leave a fair profit? 

A. — ^Ycs, it cloesj but ive very seldom demand salt from them at this 
fixed price. 

Q. — ^If yon hardened your heart and enforced it, it is practicable to got 
control of the ivhole market. 

A. — Jt might bo practicable to get control of loss than half the 
market in this ivay. 

Q. — Could you give uS an idea of the system of accounting? At 
■what stage do you first begin to account for the salt? 

A. — ^lYhen it is iveighed into store. The Sub-Inspector keeps a note 
on the drying groiindj but that is only rough. 

Q. — He keeps a note of the sci’api'ng? 

A. — ^Yes, it begins with scraping; and then you come to the weighing 
of the salt into store. 

Q. — When you tally the quantity weighed into store, is any diver- 
gence noted ? 

A. — ^Yos- if there is a wido divergence. When it is sold out of store, it 
is also weighed and a certain percentage is check-weighed. When a heap 
is fullj; outturned and all the salt in that heap sold, anj^ difference between 
the weight of the salt sold and the weight when it was taken into store has to 
be accounted for. An account is kept of how much the difference is and 
what is called the “wastage statement” is made. 

Sir Percy Thompson. Q. — How does the salt waste? 

A. — Some of it may bo washed away by rain. There will also be a certain 
amount of water in the salt and if it remains for some time, the watei’ 
evaporates and the salt loses weight. 

Pr. Paranjpyc. Q. — Don’t you think that too manj’ of these weigh- 
ings and handlings of salt make the salt much dirtier than it need be? 

A. — ^Yos; it is handled more between Ennoro and Sladras than in any 
other factory. But two weighings are quite necessary, that is, -a^eighing 
into store and weighing when it is sold. 

Dr. Pyclcr. Q. — Could you reduce the co.st of manufacturing salt in 
IMadras? First you have got scattered holdings for the manufacture of 
salt. Now the question is whether your salt cannot find a market in 
IJengal. Can you say whether there is room for improvement, i.e,, in the 
reduction of the cost of manufacture in Madras? 

A. — think it is possible to manufacture it a little more cheaply. 
But I doubt whctlicr that will make a very large difference. 

Q. — Instead of these 65 factories, could you not have a system of 
manufacturing on a large scale? Supijoso you reduce the number of 
factories; will you not be able to redtice the cost? 

A. — ^Yes; vorj' slightly. 

Sir Percy Thompson. Q. — Is it not the cost of transit that i)revents 
you from sending it to Calcutta, that is, even if jmur actual cost of 
manufacture is nil? 

A. — Yes; it is the transit charge that makes it so expensive. 

Dr. Pyclcr. Q. — One thing with regard to the import of salt. They 
do not allow you to land your salt at all. The moment that the Madras 
salt comes in they reduce the price of the imported salt. So it is not 
entirely a question of your not being able to put your salt there on account 
of the heavy transit clmrges. Apart from the transit charges there is the 
question of the ring not allowing you to break into the arena. 

A. — Yes; I think so. 

Q. — ^You notice the variation in price in Waltair and other stations 
on the coast of Bengal, that is, with regard to the imported salt? Do 
you think there is a marked variation in the price of salt at "Waltaii: 
and at Eajahmundi-y? 
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A. — The actual price of salt is higher at Rajahmunclry than at Waltair 
because there is no salt factory at Rajahinundry while there is one at 
Waltair, Rajahmunclry has to pay for transport charges therefore. Tlie 
difference however is not the cost of transport from Waltair to Eajah- 
mnndry, because Rajahmunclry salt comes from a nearer factory than Wal- 
tair. It is rough] 3 '- the cost of transport from Rajahmuncliy to Penuguduru, 
the nearest factory. The cost of transport from Waltair to Calcutta is of 
course much more than tlie cost of transport fi-om Ponugudiu’u to Rajah- 
mnndrj'. The actual price is greater in Calcutta than at Waltair. I think 
it is about 10 annas a maund thore and in Waltair it is 3 annas. 

The President. Q. — ^AVould it help jmu to secure the control of the 
market, especially in the Ganjam district if jmu had bonded warehouses? 

A. — As a matter of fact, without the bonded warehouses, the Ganjam 
factories are now reviving. They have got rid of a lot of the old stock. 

Q. — ^IrVoulcl not the bonded warehouses help them further? 

A. — ^They might. 

Dr. Jlyder. Q.' — ^You say that the i^rico of salt is 3 annas at Waltair 
and 10 annas in Calcutta. Have you any idea of the transport charges 
from Waltair to a town in Bengal? 

A. — ^Noj I cannot tell you. 

Q. — ^The difference between the price of salt in Bengal and that in 
Madras is 7 annas. Do ,yon think that the railwaj' charges would come 
to 7 annas a maund? 

A. — I do not know whether 10 annas is the correct figure; hut I 
think by rail it will cost that, though bj' sea it may cost a little less. 

The President. Q. — ^You saj' “It is onl.v_ advisable to put monopoly 
salt on the market when the prices of excise salt show a tendencj' ^ to 
rise.” And j’ou would have no monopoly factories adjacent to excise factories. 
By the time the prices show a tendency to rise, you may not be able to sell 
your monopoly salt. 

A. — But that is jxist the time yoTi can sell it, because you can sell 
it cheaper than excise salt. 

Q. — ^M^ould it not bo simpler to keep mono 2 )ol 3 ' , salt steadily on the 
market at prices which would allow the excise manufacturer a sufficient 
margin of profit? y 

A. — Then j'ou would be competing with the excise licensees and intei’- 
fering unnecessarily with their -trade. You would be selling salt at a 
lirice which bears no relation to cost of production. Ordinarily, the com- 
petition of different excise licensees keeps the price down, and there is 
no necessity to sell Government salt for this purpose. 

Q. — Is there any understanding among those licensees? 

A. — No; certainly not. 

Sir Percy Thon^yson. Q. — Do j’’ou ever sell monopoly salt at less than 
the price paid as customs duty? 

A. — No. Sometimes in the case of old stock we sell at less than the 
cost of production. You cannot sell it unless you sell it in competition 
with the excise licensees. 

The President. Q. — Yoxi proi^oso a scheme of control by which I \inder- 
stand 5 'ou will retain a lease for a year, on a proportion of the excise salt. 
At the end of the year jmu will have the option to take it over if the prices 
are high. 

A. — The scheme is that Government can at pny time during the 
year buy the salt over which thoj' have a lien and sell it. The question 
as to how much salt if any, Gevernment wish to have a lien over, is decided 
for each factorj' at the beginning of the j'ear, the limit being fixed by the 
terms of the licen'^e. At the end of the j^ear if Government have not bought 
the salt, it is the propertj' of the licensees, and Government decide if the.y 
want to have a lien over anj’^ of the new salt for tlie next j'ear. 

Q. — If stocks were short and jirices were high, would there not bo a 
howl from the cxc'se licensees. Would j'ou not have to give awaj^? 

A. — ^No. I do not think so. This is just the sort of occasion when 
Government would want to buy. The licensees know tins and many have 
agreed to the condition. 



T)r. Pamnipye. Q. — C4overmnent wll bo free to introduce a condition 
tliat Governniont enn take it over whenever they like, ff you find that 
they arc foi-ming a ring and charging unfair prices to the consumer. 

A. — ^This is the condition, hut it is limited to the amount which at the 
beginning of the year Government considered it necessary to have a lien 
over. I do not think it is nccessarj- to go further, because there is no trace 
of a ring in Madras. 

The Frcsklent. Q.— That is an outcome of the large cultivation of 
salt during the War; prior to that the prices were common. 

A.— Yes. 

Q. — ^You say that Government ought not to be a profit-maker, but 
you do not like Government selling at the cost price. Have you studied 
the J apaneso arrangements where they actually abolished the duty 
b\it retained the Government monopoly in order to prevent the price becom- 
ing too high? 

A. — jMy point is that I do not think Government should depend on 
trade profits for its revenue. If the duty was abolished Government 
would lose the revenue, and would have to make it up by profits out 
of tlio sale of their salt. Tlie profits would have to be large to make up 
for the loss of duty. 

Q. — Supposing you abolish the duty altogether. Do you think the 
consumer would benefit b 3 ' the whole amount of duty? 

A. — No, T do not think so. 

iS/iV Pcj'iCy Thompson. Q. — ^Vhj' .should not the consumer benefit? 

A. — Certainly’ ho would get salt cheaper. But 1 doubt whether he 
would get it cheaper bj' the amount of duty. It is already so cheap that 
the merchant woiild got part of the benefit. 

Q. — Surolj’ the force of compet'tion would do it. 

A. — Of cour.so there will be a reduction. I do not think there will be 
o juueli reduction that the consumer would get the whole benefit. 

Q. — Genorall.v speaking, when j’ou put on a duty, the prices ri.se bj’ 
more thaji the amount of the duty; but when j’oti take off a duty, prices 
fall by more than its amount. 

A. — I do not think this would ho the case with salt. Salt is sold so 
choaplj' that to give the poorest consximers the quantity they want at one 
time would involve at a reduced rate charging them fractions of a pie. 

Q. — ^Duts* adds to the cost of production? 

A. — Yes. I say prices would nece.ssarily fall, but not so much. 

The President. Q. — We come to the question of the supply of salt 
to Bengal. Do you think that Madras or Bombay could supply the quality 
required ? 

A. — ^Yes. 

Q. — The trouble is that you can’t got over the tran.sport difficulty. 

A. — ^Yes. 

Q. — For that you would impose an import duty? 

A. — ^Yes ; because for Madras salt to compete with imported salt you must 
either reduce the transport charges froin Madras to Calcutta or raise the 
price of imported salt by imposing a high import duty. 

Q. — ^You say that would not affect Bengal, because the market is 
liable to violent fluctuations and in the long I'un a steady supply of 
local salt would be cheaper. 

A.— Yes. 

Q. — ^Have you any evidence to support it? 

A. — ^Tho onlj- evidence is that the iirico of salt went to a high 
figure during the War. 

Dr. TLycler. Q. — I want to make one fact clear. Foreign salt comes 
into Calcutta on account of cheapness of freight. Does not that show 
itself in auj’ reduction in price to the consumer? I understood you to say 
"just now that the jirice at Waltair was 3 annas aud the price in Bengal was 
10 annas. Obviously the cheapness of the fi-eight is no benefit to the con.''U- 
mor in Bengal. But it sinqflj' enriches the importer. 

VTT— 70 
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A. — ^By cheai)ne,Sa of freight, I mean that the freight of juporled salt 
is cheaper than the freight of iVIadras salt to Calcutta. As there are no salt 
factories in Bengal, the Bengal consumer must pay for freight and this 
means that the price of salt for him must be dearer than salt at a place 
like Waltair where there is a salt factory. The Bengal consumer pays 
for cost of production jjIus freight. The Waltair consumer pays only for co-.t 
of production. 

Q. — ^Your salt does not get into the Bengal market because of the high 
freight. Foreign salt gets into Bengal on account of the lowness in freight. 
It holds the Bengal market, but this cheapness of rates does not really show 
itself in the reduction of retail price to the Bengal consumer.? 

A. — It does, because if the salt came from elsewhere the freight would b'e 
more and the retail price would be more. 

Sir Percy Thompson. Q. — ^You would expect salt to be expensive in 
Bengal as it has to import from somewhere? 

A. — Yes. Salt .sells in Calcutta far less than the Madras price plus 
transport. That would be about 12 annas. 

The President. Q. — think you are talking of quite a dilferont salt. 

I think there is no doubt that you can get ordinary INladras salt in Calcutta 
a good deal cheaper than the normal pi ice of the Liverpool salt. 

A. — ^Taking into account the freight you moan? 

Q. — ^Actually .you can got it at a very much cheaper price. 

A. — I am not sure. 

Q. — ^You can never do anything towards capturing the Bengal market 
with the salt as at present manufactui’ed in Madras. 

A. — No. Yoii will have to manufacture the quality which they want. 

Q. — Then you will have to get it accepted by their market. 

A. — ^Yes. 

Sir Percy Thompson. Q. — ^You will have to produce it at a price which 
together with transport charges, etc., will make it less than the foreign 
salt. That is, 3 ’ou will have to prodiJce at less cost than the foreign salt. 

A. — Therefore. I say it is not possible to do it unless you incroaso 
the import duty on the foreign .salt. 

Dr. Tlydcr. Q. — Actually the Calcutta ring keeps the imported salt at 
such a figure that the Madras salt cannot compete with it? 

A. — do not Iniow that. 

Q. — ^You say that it has been proved that just as pure a light salt 
can be made as hoa^’y' salt and that light salt is not intrinsically worse than 
heavy salt irrespective of the method by which it is sold to the consumer. 
But if 3 ’ou take actual examples on the bazar and anah’se them, does not 
the result show that greater percentage of dirt is found in the light salt than 
in the hea^T’ salt? 

A. — 1. do not think it is so. Not because it is light. 

Q. — What I say is the lighter salt if analysed generally iiroves to have 
a larger percentage of dirt. 

A. — have not seen figures to proA'o that. 

Q. — ^You say that there is no truth in the statement “that bcca\iso 
the retail trader likes to make his profit by selling light salt, he forces 
the consumer to consume light salt whether ho 'wants it or not.” The average 
consumer is not aware of the fact that the duty is levied on the weight 
and sold bj' measure? 

A. — ^No. The poorest class of the consumer does not think of the ques- 
tion at all. 

Q* — ^You say the assumi^tion that the retail trader can force a consumer 
to take any salt which he likes for anj* price ho asks for It is not true, 
bsit it is not a fact that the jnau who possesses a number of grades of salt 
can always undersell the man Avith one grade? 

A.-— Only on the assumption that the man with many grades has a 
grade of salt which is lighter and yet costs the same or less than tho one 
grade salt which the other man has. Otherwise, the man ivitli the one grade 
(“ould afford to charge less than the other man could charge for his lighter 
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grudos. Yon cannot force a consumer to 5ny a particular kind of salt. The 
consumer does not care for anything, whother it is light or heavy, but only 
cares for the price. 

Q.— You say that the separation of the dopartnieuts has resulted in an 
lucreased in salt 'svork. Is that so with regard to i^atrolling? 

A. — I think so. 

Q* — Then you. give us a note on the supply of salt to Bengal. You say 
it ]S .mpossiblo to speak positively before a thorough examination of all 
possible areas for salt manufacture along the coast has been undertaken. 
You suggest that the whole supply should be taken from Madras. That is 
rather an extraordinarj’ case. 

A. — ^Tt is. 

Q. ^Nobody has suggested that Madras or Bombay or Indi.a should 
ever atteinjit to secure the whole market. 

A. — ^My point is that you cannot compete with the imported salt. You 
jhust stop it altogether. You have to put on an import duty if you 
wish to supply the Bengal market. 

Q . — roci eanieinphitc the stopping of all imports by liigh duty, but woufd 
not that result bo obtained by simply giving the local salts aii advantago 
either by duty or subsidy 

A. — ^Yes ; hut Government would lose revenue. 

Q. — ^Then you say that factories would have to he nearly doubled. That 
would mean a largo recurring expenditure. Actually one "big factory does 
not necessarily involve largo increase. 

A. — By doubling the area of land under salt cultivation you would 
not double the expenditure on guarding necessarily but you would increase 
it veiy considerabl 3 \ 

Q. — ^You can make a considerable increase in .vour larger factories. 

A. — ^Yes; Intt the capital cost of forming salt pans, even if additions to 
existing factories, would be vei-y large. 

Q. — ^Wliat exhausts j’pur money is the petty factory. 

A. — ^TJiat is true. 

Q. — You are aware of the Runn of Cvitcli where you have 100 square 
miles which has got the purest salt? 

A. — do not know about that. 

Q. — Y*ou have ports in Kathiawar from which jou can import it. 

A. — do not know that. 

Q. — ^IVhat is the justification for supplying diity-free salt for fish- 
curing? 

A. — I think the justification is to encourage the industr.v. 

Qt — I f a vegetarian takes salt he will have to paj* dutj’. but if he is 
a fish cater he escapes the dutj-. Is it logical? 

A. — 1 do not think it is logical. 

Q. — 'What is the amount which the Government of India lose on account 
of that every year in Madras? 

A. — Nearly three lakhs and a quarter assuming the rate of duty to be 
Es. 1-4-0 a maund. 

Q. — ^There is nothing corresponding to that in any other province? 

A.-jNot that I know of. 
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29th May 1925. 

BAWGAIiORE. 

Present: 

V 

Sir Cmaiu.ks Todhcntkh, k.o.s.i., i.c.s.j President. 

Sir Bijat CjtANJj Ma}£ta}i, a.v.i.v.., k.v.s.i., 1.0,31., iMuliurajuclliiraja 
Bahadur of Buixhvau.. 

Sir Peucy Thosii’son, k.h.k., c.u. 

Dr. R.. P. Paiianjevk. 

Dr. L. K, Hydeji, sr.ii.A. 


Mr. G. T. BOAG, Commissioner, Madras Corporation, was 

again examined and gave oral evidence as follows 

T/ic President. Q. — You conducted the Madura Soitlomont? 

A. — ^Ye.g. 

Q. — ^In the cour.so of that scttloniout. you made some proijosals iu rela- 
tion to the taxation of non-agricultnral lands? 

A.— I did. 

Q, — You have been good enough to run througli tlio reports of the 
South African, Noiv Zealand and Australian Committees nith a viow to 
seeing how far you think those principles could ho applied to a ryotwari 
province ? 

A.— Yes, 

Q. — ^You have sent us a very rough nolo which, as desired, T will road 
to the Committee. 

(The President reads the statement of Mr. Bong.) 

Sir Percy Tliomi)son (after reading the first paragraph) Q. — ^You should 
have done that Avhon you classified the soils. 

A. — That was simply to see that the original settlement was fair and 
to see that it did .not need alteration. 

Dr. Paranjpye. Q. — ^In any case, a fir.st-e1nss soil will always he rated 
higher than a second-class. 

A. — ^Yes: in the case in iioint, iu the district which 1 Juid to settle, a 
large irrigation project had been introduced and it was possible that this 
might have altered the comparative value of the soils. 

Q. — ^It was just to chock the original classifications? 

A.— Yes. 

The President. Q, — ^IVhat is going to bo the future of the Aladras 
land revenue system if legislation is imposed which results in limiting all 
iucreases to I8.5 por cent and making the rates for individual districts, 
and not the rate of taxation for the Pi'csidency, subject to the vote of the 
, legislature? 

A. — 1 should think that the practical effect, as far as resottleiuout , 
operations go, would ho that they will be restricted to seeing that in the 
30 j'oars’ settlement prices have risen by something more than 18,5 per cent. 

Q. — In other words, each settlement will bo a foregone conclusion. 

A. — ^Yea, subject to the rise in prices. If prices have only risen by 15 
per cent you are not going to put the assessment uj) by 185 ifei’ cent. 

Dr. Paranjijyc. Q. — ^You would use the ratio 385 por cent mily in cases 
where the assossraont reaches the half net assets limit? 



A. — assessiiiont fixed at jjresenl is less than the value of half the 
not pi'oduce; and it follows that if prices have risen and the assessment 
is raised, the resultiiig assessmeiit will still he less than the value of half 
the net produce. 

■ Q. — Suppose at i)reseut the rate of assessment is 4 annas and prices have 
not risen during the last 30 years: in that case, would you advocate an 
increase in assessment? 

A. — Certainly not, because any increase in assessment can only follow 
from a rise in prices. 

Q. — ^There are some districts in which the assessment may ho 6 annas 
ill the net assets, some others in which it may bo 4 annas : in order to 
level up the rates, tvotild you make an increase? 

A. — I presume you are taking 4 annas as a proportion of tho produce. 

. (i.— Would you make use of the ]8£ per cent at eveiy interval of 30 

years to level up the assessment to the same pitch? 

A. — I understand you to say that 18| per cent is to he the maximum 
at any settlement: if so, the only means of levelling uj) would he to take 
185 pui' cent as your maximum increase and, in the ease of the fields which 
already approach nearer the half net, take something less. 

Sir Percy Thompson, Q. — Suppose as between two settlements you had 
to limit the rate. Take the years to ho 1, 31 and 61 : In year 31, you limit 
some of tho land to 182 per cent and, therefore, compared with other lands, 
it is underassessed. During the next 30 years, there is no rise: would 
you still allow tho 182 pci' cent to operate in the 61st year so as to bring 
those lands to tho same level as those lands whicli wei-e subject to the 
operation of the 18-2 per cent before and were therefore underassessed? 

A. — do not think you could do that if there had been no idso in 
prices. 

Q. — ^By hypothesis, your assessment in year 31 which was limited to 
182 per cent was too low. 

A. — ^Yes, but arc you justified in i)utting that rate on a generation 
later ? 

The President. Q.- — The legislation contemplated is that at any settle- 
ment there shall not bo an inci'easc of more than 182 per cent ovor tho i>re- 
vious settlement? 

A.— Tes. 

Q. — ^And tho settlement ivill be solely on tho basis of the prices within 
the last 30 years. 

A. — ^That is so. 

Dr, Paranjpye. Q. — Sujjpose there are two districts, in one of wliich 
at present tlie pitch of assessment is 4 annas per rupee of the net assets, 
and in the other 6 annas per rupee: there has been no increase in price 
during the 30 years. Now, are you going to use the 182 per cent increase 
in the case of one district and not in the case of the other in order to bring 
those two districts to a level? 

A. — I do not think you can use the present system very well to bring 
one district on to a level with another, because under the present system 
each district is taken entirely by itself, and the series of years on which 
you calculate your prices are different for each district. 

Q. — ^It is acknowledged that different districts are assessed at different 
rates; consequently, in order to have a fair land revenue assessment, you 
must have all the districts rated at tho same pitch. 

The President. Q. — ^If this legislation is carried out, those inequalities 
will bo carried on to perpetuity. 

A. — think that is inevitable. 

Q. — ^\Vhat do you contemplate would be the result on laud revenue 
generally of the introduction of such legislation? 

A.— If we keep the present system? 

Q. — ^it would perpetuate inequalities so long as the increase of pi-ices 
contimie as at present, and it would be an expensive way of arriving at a 
foregone conclusion. - 
A. — Yes. 



Q. — It might create clifficiilties in having the legislative body voting 
not a tax on the coninnmity as a -vvliolo, hut a tax on single districts. ’ 

A.— Yes. 

Q. — ^What is your view in regard to the practicability of substituting 
a tax assessed on the capital value of laud as in the colonies? 

A. — It can undoubtedly be done: but hero the actual processes of valu- 
ation would entail a great deal of work and would cost just as much as 
a resettlement, 

Q. — ^IVould it cost more? 

A. — I do not SCO wh5' it should cost more. 

The Maharajadhiraja Jiahiidur of Jhinhmv . Q. — If it wore to cost as 
much, do you think that the balance of advantage would bo in favour of 
your present system or one of the systems in vogue in other parts of the 
world? 

A. — I think the balance of advantage is in favour of a system of taxa- 
tion of %'alues, if the cost be the .same. 

Q., — ^Your personal ojjinion is that an assc.ssment based on a valuation 
of the land made according to one of the s 3 'stems now in-ovalent in other 
parts of the world is preferable to the existing system? 

A. — I think it is more satisfactoiy cortainl^y. 

The President. Q. — On the ground that it would bo uniform, would bo 
voted as a tax for the Presidency as a whole and would bo useful for otlmr 
purposes. 

A. — Certainly. 

The Maharajadhiraja Puhadur of Punhean. Q.— IVould such a change 
be looked upon politically with favour in your province and would people 
welcome it? 

A . — T find it difficult to answer the question ; J have not discussed it 
with anybody. I do nob see any reason whj' there .should bo any political 
objection to it except a general dislike to any change. . 

Q. — People have been accustomed to paying land revenue in a particular 
fashion and the s.vstoiu which is now prevalent in other parts of the world 
would,' in the beginning, be looked upon as a novel system; but apart 
from its being looked upon politicall.v with disfavour, would the people faro 
worse or better, that is to say, would the incidence per head bo more or 
less? 

A. — As far ns the incidence per head is concerned, I should think it 
would remain about the same. There is one point I should like to mention, 
i.e., under the in-eseut system every landowner kiiows from the date of 
a resettlement exactlj' what ho will have to ijaj' for the next 30 years; under 
either of the systems which have been suggested, he would not have that 
certainty, because the tax might be raised evojy year if Government wont 
short of money. 

Q. — think even in tomporaril.v-scitlcd areas in your province there is 
a general desire for jmrmanent settlement. 

A. — ^Thoro is. 

Q. — ^Apart from landowners in temporarilj’-settled areas, do you think 
that the tenants would favour an^’ scheme of .settlement under which thej’ 
would bo subject to a change in the rent-roll every year? 

A.— No. 

Q. “Supposing a ryot knoivs’ that he would have to i^a.v Ps. 10 ovoiy 
year for thirty years : probably under the new sj'stom, the assessment 
might remain the same; still, if the r.vot has a feeling that one year it 
might ho Es. 9 and another j’oar it might be Ps. 11, do you think ho 
would welcome such a sj'stom? I think ho would rather prefer a tax that 
remained stationary for 30 years whether it bo Rs. 10, Ps. 11 or Rs. 12. 

A.“The element of certainty is a point in favour of the present system. 

Q.— It is important to know what the aimrago r.yot in your ryotwari 
trftct would feel in the matter. This kind of settlement avo do not 
have in Bengal. 

A. — ^1 imagine the rj*ot Avould saj' that ho rvants a permanent scttle- 
JnOnt; failing a permanent settlement, I think he Avould saj’ that ho Avoxild 
prefer to go on as he is. ■ 


o59 


Dr. Paranjpye. Q. — Altliotigh the total amount of land revenue ob- 
tained might remain the same, it woiild bring about a greater equality of 
burden. We have been told that in the Madras Presidency land assessment 
varies anything from about 2 annas in the rupee to nearly 6 or 7 annas in 
the net assets. 

A. — ^May be. 

Q. — mo Imvo j’Oiir system, tho teiidency will probably bo that 
the people who pay at present 2 annas will have to pa 5 ’ more; on the other 
hand, people who have been loaying 6 annas will jmy less. Some poople 
would benefit, others might suffer. 

A. — It is rather difficult to inake a comparison from this point of vieiv. 

I should think that the general effect of any taxation on the basis of valu- 
ation would be that the owner of the most valuable land would pay jnore 
than he does now, and that the owner of the least valuable land would pay 
less. 

T/ia President. Q.— If one district is very much underassessed as com- 
imred with another, the result of tho intrbdnctidn of a A'aluation systom 
would be to level them up, 

A.— Yes. 

Q. — The district that is underassessed would object, and that which 
is over-assessed would welcome it. 

A . — 1 do not admit that any district is over-assessed. 

Dr. Paranjpye. Q. — ^If we get a flat rate, you would admit that some 
districts will benefit and that some others will suffer r' 

, A. — I would say that the poorer laud in each district might get off 
more lightly than it does now while the more valuable land may have to 
paj' more. 

The President. Q. — Is there any i-elation between land assessments as 
between districts .f* 

A. — As a matter of fact, I think there is. I do not think there is very 
much difference between the assessment in one district and that in another, 
but I only know a comparatively small part of the Presidency, 

Q. — Suppose in one district j’ou get a settlement which_ gives an in- 
crease of . 67 per cent which is I'educed to 18| per cent : in a district 
which was settled before, suppose the increase was 37 per cent and you 
ordered 25 per cent to be taken. One would suppose that tho fornior 
district was underassessed compared to the latter, while tho actual calcula- 
tion would show that tho former di.strict would pay more. 

A. — Yes, 

Dr. Paranjpye. — Gujarat is heavily assessed : on tho other hand, the 
Deccan and the Southern Mahratta country are lightly assessed. 

The President. Q . — The policy of assessment has varied fi’om year to 
year ? 

A. — ^Undoubtedly it has. 

Q, — ^Would you prefer a valuation of annual values *or capital values? 

A. — I do not quite see how you could arrive at a valuation of annual 
values. 

Sir Percy Thompson. Q. — ^How can you got the capital value without 
arriving at an annual value? 

A. — I .should • think that you could get at the capital value from the 
actual value of lands which have changed hands. 

Dr. Paranjpye. Q. — ^Land is priced, not only for productivity, but for 
various other purposes? 

A. — ^If you take the capital yaluo of land, all these things ought to be 
taken into account. 

The President. Q. — I understand you would arrive at it by taking tho 
iaram in which tho land is at present classified. 

A.— Yes. 

Q._Practically the valuation would be for a taram and would he more 
or less uniform in a village? 

A. — ^Tes, probably. 



Q. — ^^Vhat you do would Ijo to take the valuation ol one farani and 
then try to ascertaiu by registered documents wbat the value of the land 
in that* iaram bas been registered at? 

A. — Yes. 

Q. — ^Hoiv do you proceed to get the annual value of land in a parti- 
cular taram ? 

A . — ^1 suppose you would have to tiy and find out the rent of the 
land in the particular taram. But there you are up against the difficulty 
that a very large proportion of agricultural land is rented not for a fixed 
sum of money or for a fixed quantity of grain but for a share of the crop 
which varies very much. 

Dr. Paranjpyc. Q. — ^At half shares? 

A. — ^Half, one-third, one-fourth and so on. I have known of cases 
where it is as much as three-fourths to the owner. 

Sir Percy Thompson. Q. — ^What is precisely the difference between net 
assets, the rental value and the annual value? 

A. — ^There is no difference. 

Q. — ^You say that the net assets are ascertained over the whole ryotwari 
area in the Madras Presidenc3’? 

A. — ^In theory, yes. 

The President. Q. — ^But the not assets are valued with reference to 
certain standard crops iirospcctivo of wliat the land is used for. 

A.— Yes. 

Sir Percy Thom2)son. Q. — ^Do 3*ou agree that the capital value in the 
case of agricultural land must bear very nearly a constant relation to the 
land revenue? Capital value is the capitalization of future profits and 
future auticii)ated profits. How wotild you ascertain what those ftituro 
l)rofits would be? 1 suggest that what is sold is a piece of land which is 
subject to land revenue. If j’ou are going to abolish land revenue, then 
your capital value will become entirely different. 

A.— Yes. 

The President. Q. — TiVhether^ j'ou are proceeding on capital value or 
annual value, you are enquiring into the other and taking- the results. 

A. — ^Yes. 

Q. — ^Ti^itli regard to the question of improvements, I think this is the 
only province which takes them into account. 

A. — Yes. 

The Maharajadhiraja Bahadur of Burdwan. Q. — Suppose a tenant in 
the ryotwari area made an improvement by way of digging a well within 
the period of settlement, it is not taken into consideration at all. 

A. — ^Yes. If we find that the land yields a better crop and is more 
fertile, we say that we will not charge it a higher assessment on account 
of the increased fertility owing to the improvements. 

The President. Q. — ^Practically the onty allowance that you make is for 
a well? 

A . — T would not go quite so far; for, suppose a good farmer has manured 
his land heavily, we should not on that account raise the assessment on his 
field. 

Dr. Paranjpye. Q, — ^How long do you exempt these improvements? 

A. — ^In Madras they are exempted permanently. 

The President.^ Q. — ^If your valuation and the application of the rate 
showed that certain lands have been considerably underassessed, do you 
think that political pressure would be brought to bear to such an extent 
that the Government will yield to it and alter the valuation? 

A. — ^I do not see how they can alter the valuation. 

Q. — ^You do not consider it dosirable that the present inequalities should 
bo perpetuated? ' 

A. — ^Iso; it seems to mo that if the Government sends out a staff to 
value the land and provided the valuation is done satisfactorily, the valuattnn 
mu^t stand. 
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Sir Percy Thompson, Q.— Suppose you have this capital value system 
and you do find that in certain ^ases it does result in an increased assess- 
ment. Nov, the politician _wlio nov .says that it .should not be increased 
more than 18 f or whatever it is, would he not then, for the same reason — 
whatever it be — ^I'aise his voice if you have got the capital value ? is 

he going to take a different attitude then? 

A. — One way of meeting that would be to limit the ajuount of increase 
that they would take. I do not see how they could say that yoix should loxver 
the valuation in an arbitrary way. 

Q. — ^Now the politician come.s in' and says: “You shall not increase the 
tax”. Will you not be in the same position as in the other case? 

A. — ^Yes. 

The President. Q, — ^^Vould it not be more difficult for the politician, 
when you have a uniform rate of tax, to make a different case for exempting 
one particular case? 

A. — I think it would remove the danger of differentiation betxveejx dis- 
trict and district, 

Q. — Can you definitely say how the rates on similar land in different 
districts actually in force at the present daj' compare? 

A. — ^As I said just noxv, in the few districts that I have seen, there is 
very little difference. 

Q. — There are no data by xvhich j'ou can effect a comparison. 

A. — ^Noj unless you examine the various settlement reports. 

Q. — ^Vould you mind developing your scheme? 

A. — ^You have got for every district a table of rates based on the pro- 
ductive capacity of the soil; aixd, as far as I know, the only reason why 
the rates in one district differ from those in another is, because the com- 
mutation rate was based on the prices prevailing in a different series of 
yeai’s. 

Q. — Is the difference not also due to the fact that, as another Settle- 
ment Officer said, whereas the commutation rates are based upon normal 
food crops, a lot of these lands have acquired a special value because of 
the industrial crops? 

A. — That I do not know. I know that in a great part of Madras 
cotton is grown. But cotton is aiever grown twice running on the same 
land. It has ahvays in rotation with a food crop. 

Q. — Ai'e there not cases in which the piucess of adjustment following 
.the settlement classification has been altered for reasons not aijplicable 
to the classification at all? 

A. — ^Yes, that is so. But my ixoint is rather this; that after all these 
things have been carried out, you do get a table ol rates which does fairly 
represent the fertility of the different soils. As you go down the table, 
the rate represents for each taram a fair proportion of the net proceeds. 

Q. — ^You modify that table of rates with reference to the further com- 
mutation table taken for all the districts? 

A. — I take the same series of years for all districts. And if it is 
brought to notice that in any particular ixlace the rates were unequal or 
unfair, there will be a special enquiry into that. 

Sir Percy Thompson. Q. — The advent of a railway, for instance? 

A.— Yes. 

The President. Q. — ^Having standardi.sed your asse.'isment throughout 
•the Presidency, would you then advocate income-tax on large agricultural 
iucomes ? 

A. — I have been thinking about that; and I find it very difficult, un- 
less 3’ou are going to assume that the agricultural income is a certain per- 
-centage of the standard rate, to arrive at the income. 

Q. — ^You may have some such assumption as they have in England. 

A. — ^Yes. Of course, the difficulty here i.s that in so manj'^ cases the rent 
is a share of the crop. 

Q. — ^You may take a fraction of the land revenue subject to the option 
of lu'odxicing accounts. 

A. — Yes. 
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Q. — On that basis, would it be more or less difficult to ascertain agri- 
cultural incomes than it is to ascertain incomes from trade? 

A. — you take agricultural incomes as a fraction of the assessment, I 
should think it would be easier. 

Q. — Gould you give us an idea how you would find out the person 
liable to income-tax on his agricultural income alone and a person liable 
to income-tax on his agricultural income added to trading income? 

A. — suppose you will have to rely upon your village officers to a very 
large_ extent to send a return of the names of ijersons paying more than a 
certain amount of assessment. 

ySir Percy Thomx>son. Q, — ^But would jiot there be cases ranging from 
a small amount of rent, say, Rs. 50; but he might he liable if he gets an 
income of Rs. 2,000 from other sources? 

A. — ^But I think you could get all those cases returned from the 
villages. 

The President. Q. — ^Actually you have a record of all land assessments? 
A. — ^Yes. 

Q. — In the case of a trader who has a small area of land, you would 
always have his name in the original village, wherever he may reside. 

A.— Yes. 

Sir Percy Thompson. Q. — Wliat do you mean by the paragraph at the 
end about registers ? 

A. — That at least half of the work of resettlement is bringing up io date 
all the registers of landowners. 

Q. — ^In other words, they are not so at present? 

A. — ^In many cases, they are left from one settlement to the next. 

Q. — Would not that bo rather a slender basis to assess income-tax on? 

A. — ^Yes; you must devise some means for keeping them up to date. ^ 

The President. Q. — It is part of the duty of the village officers to 
keep the records up to date. 

A. — They all have private registers. 

Q. — ^hlay we come to the question of the separation of charge for water 
from land revenue? It has been suggested to us that if this new legislation 
is introduced, in so far as the combined charge for water and land contmues 
and in so far as, in the case of all new -works, you have to introduce the 
separate water-rate because the combined charge would not pay the cost of 
the works, you must have an increasing divergence between the charge for 
water on the older lands and the charge on the new schemes. 

A.— Yes. 

Q. — ^And the only way to make things fair, if jmu have this 18| limit, 
is to separate the charge for water from the charge for land; othei-vvise -the 
existing wet land will be perpetually underassessed when compared with 
the rest. 

A. — Yes; but I have not been able to see hoAv in the case of the old 
irrigated land you can separate the charge for Avater from the land assess- 
ment. 

The Maharajadhiraja Bahadur of Burdwan. Q. — ^It has been suggested 
to us in certain quarters that although it may be desirable to separate the 
two — ^the water-rate and the land revenue — owing to certain practical diffi- 
culties, it would he better to leave things as they are. You have stated 
just now that you have also taken these difficulties into consideration. And, 
in vieiv of those difficulties, do you still think that the separation would 
be practically possible? 

A. — ^I do not think it is practically possible. 

The President. Q. — The alternative is that you go to a district which 
is now grossly underassessed because you are taking a share in the water 
and you say you are never going to raise the assessment beyond 18f per 
cent ? . 

A. — ^I do not think it is possible. I think the present consolidated 
assessment should continue. 

Q. — ^May we come to the assessment of ^hon-agricultural lands ? Could 
you tell me what was the procedure adopted in Madura district? 



A. — ^My proposal was to assess all lauds witliiu the limits of the touhis 
as building land and not as agricultural land. 

Q. — ^That would he a taxation ineasui’e? Now would it be fair to ajjply 
it equall 5 ' to the lands which are paj’ing heavily to the Government and to 
lands which are not? 

A. — The ground rent is liable to revision at resettlement; j’ou might 
lower or bring the assessment on other lands up to the same level. 

Sir Percy Thompson, Q.— You have three pieces of land: one piece of 
land is charged 4 annas, another piece of land is let at Rs. 200, and the 
third is an old village site free of revenue which has since been let by a 
l)rivate owner at a fixed rent of Rs. 200. What is to be the tax on the three 
pieces of land? 

A.— T am not sure how far you ax'c entitled to touch the free site. I 
doubt if you are entitled to charge anything at all. 

Q, — way of a general tax? You must tax on the same principle, on 
identical value. 

A. — ^Then they ought to pay the same tax. 

Q. — ^Now a remedy has been suggested. You might deduct the rent paid 
to the Government until a new remsion comes in. If yon suggest you should 
deduct Rs. 200 iJaid to Government, jmu should similarly deduct Rs. 200 
paid to the private owner? 

A. — 1 think so.' 

The President. Q. — Can you tell me what happened in the settlement of 
town lands in Madura town? Did you revise them? 

A. — revised the rates on sites which were already assessed to ground 
rent. 

Q. — On what basis? You did not bring them to rack-rent? 

A. — 1 think so, if I remember right. I proposed to increase the 
ground rents by the percentage of increase in the value of the land or 
something of that sort. I cannot remember exactly.fi> 

Q. — ^You would introduce. a special rate for land assessed at agricultural 
rates r 

A. — Yes. 

■ Q. — ^^Yill it be a tax or a ground rent? 

A. — ^A ground rent. 
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BAWGAL0B3S. 

Present: 

Sir ChaulKs 'Todhuntek, k.c.s.i., i.c.s., President. 
Sir Percy Thojipson, k.d.e., c.d. 

Dr. E. P. Paran-ipye. 

Dr. L. K. Hyder, m.e.a. 


Mr. G. G. SIM, C.I.E., I.C.S., Pinancial Commissioner of Railways, 

was examined. 


Written memorandum of Mr. Sim. 

Statement of case . — The papers accompanying the Board’s memorandum 
on the subject of taxation of railways by local authorities (which wei’o 
.siibmitted to the Indian Taxation Enquiry Committee in February last) 
explained the case. The railway administrations have been watching with 
some concern the growth in atnount of taxes paid to local authorities and 
the tendency towards exploitation of railway pi'operty in the interest of 
the finances of local authorities which is becoming increasingly manifest. 
The protection to railway administrations from local taxation provided 
in the special machin'ery of the Indian Railways Act has_ been found to 
be illusory in many instances, and the attempts made . in the past _ to 
place matters on a proper footing have not 'proved .successful. In view 
of this, the Railway Board desire to emphasise the desirability of taking 
steps to protect railivay revenues from further exploitation, 

2. As stated in the memorandum, the railway administrations recognise 
that they are liable, as units of the general iiublic, for all taxes of a 
general nature and for a service tax where the particular service is rendered. 
The railway administrations very often make their own arrangements for 
conseiwancy, water-supply, lighting, drainage, etc., and as these special 
arrangements mean the incurrence of consider.able expenditure by the rail- 
way administrations, and are usually in place of the (frequently less efiicient) 
services rendered by the local authorities or are such as would_ do away with 
the necessity of the services being rendered by the local authorities, the right 
of the railway administrations to retain the power to accept or reject the 
amenities provided by the local authorities should be conceded; It happens 
also sometimes that a _ railway colony which is situated outside the limits 
of an adjoining inuiiicipality is included within the municipal limits, with 
a view to rendering the railway administration liable to pay the municipal 
taxes. Under the existing law, the Local Governments are final authorities in 
the matter of determining municii>al limits, and sometimes the railway ad- 
ministrations are much against their wishes brought within municipal 
limits. It should bo competent for the Government of India to allow a rail- 
way administration to remain outside a municipal enclave if it chooses to do 
so, and sufficiently good grounds exist for such a course. 

3. Practically all the railways in India are the property of the State, 
and on general grounds it is inadvisable that any Government, subordinate 
or superior, should tax another. However, the liability of a railway 
administration as a unit of the community to the payment of general taxes 
to a municipal body has been admitted in the past, and it is of little use 
now to suggest a reversion of that general decision. It is advisable, how- 
ever, to restrict, as far as possible, local taxation upon railways owned 
by the State; any inci’ease in the volume or extent of such taxation miisl* 
necessarily reflect upon railway revenues to replenish which the railway 
administrations could only have recourse to enhanced rates and fares. 

4. It is further desirable that definite rules should be laid down i-egard- 
jng the liability of railways to municipal taxation. The practice differs in 
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different provinces, in most provinces the taxation appears to ho confined 
to land occupied by buildings, while in some cases taxation has been imposed 
on- all railwaj' land within municipal limits. In other provinces, again, 
“waste” land is exempt from taxation. The method of assessing, again, 
lai’ies in almost every province. 

5. As shown above, the railway administrations are usually responsible 
for the sanitation, etc., of the land occupied by them, and it appear.s 
i-easonablo that raihvays should not be called upon to contribute towards 
the cost of direct service.s such as conservancs', water-supply, etc., except 
in cases where such services are directly rendered to them by the munici- 
palities, in which cases it would lai-gcly he a matter of contract. Their 
contribution to the general taxation should be restricted to their appro- 
priate share of municipal expenditure apart from such direct services. 

6. Again, some differentiation from the -rest of the commuuitj' .should 
still bo made in the treatment of railwas^ property for purposes of taxation, 
as a railway administration is a public utility institution like a munici- 
pality (or other local authority) and the presence of the railway contributes 
to the ]n-o,sperity and development of the municipality (or other local 
authority). For instance, it would not be unreasonable* to claim exemp- 
tion from municipal taxes for railway buildings and structures which are 
provided free of charge to railway passengers for their comfort and conve- 
nience, such as, waiting rooms, platforms, refreshment rooms, etc., and for 
hospitals, dispensaries, schools, etc., provided by the railway administratioms 
for the benefit of their employees. Again, uncovered lands, lands taken 
up for track, sorting and marshalling yards, sidings outside .station limits, 
etc., should be exempt from taxation, as local authorities cannot conceiv- 
ably be expected to render anj' .service in re.spect of this class of land. 

7. “Market value”, which sometimes forms the basis for the valuation 
of railway property, is inequitable in its application to railway property, 
in whoso case the “capital cost” is the only correct factor for the asse.ss- 
meut payable by railway administrations. 

8. Under the existing law, the special protection to railways takes two 
forms, viz., (1) the liability of a railway administration should be notified 
by the Government of India, and (2) an appeal is provided to an officer 
aijpointed under section 135 of the Indian Railways Act. The appeals 
to the special officers appointed under section 135 of the Indian Railways 
Act very often result in adverse decisions to the railway administrations, as 
the officers (who hear the appeals) were at one stage or other of their 
official service connected with local^ bodies and are naturally pre-disposed 
in favour of local bodies. If definite and clear rules could be laid doivn 
to regulate the classes of railway property to be taxed, and their valua- 
tion and assessment, as well as other mattei’s pertaining to taxation of 
the railway administrations by local authorities, there ivill be no necessity 
for the Government of India’s intervention in declaring the railway adminis- 
tration’s liability to the payment of any local tax. 

Ternunal iaxes . — Certain papers on this subject have already teen 
supplied to the Indian Taxation Enquiry Committee. The Railway Board 
in their letter No. 2533-F. dated the 9th Febriuii’j" 1925, to the Committee 
have also expressed the opinion that “terminal taxes on goods and pilgrini 
taxes on passengers' collected through the railway administrations arc, in 
fact, taxes on transijortatiou and as such are wrong in principle.” 

2. One of the results of the unification of the country arising from the 
British administration was the abolition of the numerous transit duties 
ivhich till then had checked the circulation of goods. The iiresent 
terminal taxes arose out of the old octroi_ or- town -duties. These tomi duties 
were frequently the subject of discu,ssion, but the principle maintained 
by the Government of India was oiumciated by Sir Charles Trevelyan when 
introducing his Financial Statement in 186<I, viz. — 

“The principle that town duties are a tax on the consumption of 
the tomis - for whose benefit they' _ aro levied and that they should, on no 
accoimt, bo extended to any article belonging to the transit or general 
trade, ought to be jealously guarded.” 

In pursuance of this in-inciple the Government of India laid down the 
following conditions* to be applied when imposing an octroi: — 

“(i) The articles taxed should be the main staples of local consump- 
tion and .should be ns few as possible, and 


*Homc Department Resolutions Nos. 5-5-60, dated the 24th April 1899. 




(ii) tho utmost facilities should he given by way of arfaligemonts, 
j)ither for passing articles throngh towJi limits under ,bond or for facile 
refund on exit of duties levied on entrance.” 

3. Until 1913, tho Govorjimont_ of India strongly oijposed the substitu- 
tion of terminal taxation for octroi or town duties levied by municipalities 
on the ground that it was of the nature of a transit duty and that this 
form of taxation did not conform to the general principle's laid down for 
the levy of octroi duties, viz., that such duties should be restricted to a few 
articles of local consiimption and shoidd not bo imposed upon articles of 
general commerce or interfere with the natural course of transit trade. 
The whole question was, however, raised by tho Local Governments in 
1910-12, there being a stroiig ox)inion in favour of the former form of 
taxation. Tho objections taken to the octroi system were that it could 
not he worked without grave abuses, great expense and failure to secure 
one of its professed advantages, viz., that it should not tax through trade. 
It was pointed out that though octroi theoreticallj’ imposed no burden on 
through trade, the refunds to wliich exports were entitled under the system 
were for various reasons not obtained in iiractico, and the system gave tho 
amplest opportunities for iiecuiation and caused the most serious iiiconve- 
nience and delay. A systeiii of a light all-i‘ound terminal tax on imports 
with no refunds was accordinglj' advocated. 

4. In view of tho immense volume of x>ractical exiierience and tho 
pi-actical unanimity of Indian opinion against tho system of octroi taxation, 
the Government of India in 1913, while not abandoning the principle of 
exemption of transit trade from municijDal taxation, agreed to the imposi- 
tion of a terminal tax as being one which was on tho wliolo less likely to 
be burdensome on such trade than octroi with a i)roblcmatical refund. In 
accepting tho in-inciplo of a terminal tax in lion of octroi, however, tho 
Government of India stated that it appeared essential to them that “to 
justify such a change in systein the rates of terminal taxes should be 
substantially lower than the existing octroi, and that a tax of this descrip- 
tion, which might he accepted without demur at a low rate, was open to 
serious objection when tho rate was high in tho case of commodities in 
which there was a through trade.” 

5. On 6th July 1917, the Government of India issued a memorandum 
of principles governing tho imposition and collection of terminal taxes for 
the guidance of the Local Governments. The more iini)ortant of these 
principles are — 

(1) That in municipalities whore octroi has not previously been levied, 
the previous sanction of the Government of India must bo obtained to the 
imijosition of teianinal taxes j 

(2) that the tax should not necessarily be looked upon as a step 
towards an increasing degree of direct taxation but may be introduced 
merely in order to replace octroi, provided that tho receipts from tho 
terminal tax do not materially exceed those from the octroi which' it 
supersedes ; 

(3) that it should ordinarily be imposed on imports only, but that 
there is no objection to the taxation of exiiorts as well as imports in places 
where the municipality is a large centre of export trade j 

(4) that the taxation of salt, ox)ium and excisable articles, including 
materials used in their maniifacturcs and mineral oil, should ahvays be kept 
at a low figure; 

(5) that refunds in the usual sense of the terju will not ho allowed; 

and 

(6) that the articles to be taxed should, as far as possible, be adapted 
to the railway classification of goods. 

6. The rules of 1917 were intended at the time to provide tho neces- 
sary_ safeguards to secure that the tax Avas kept light, that it Avas AA'orked 
as simply as possible and that tho convenience of railAvays, through aa’Iiosc 
agency it A\-as to bo collected, Avas ahvays consulted. The position AA'as, 
hoAvever, altered AA'ith tho introduction of the lloforms, and, as already 
stated, these rules, Avhich Averc designed as safeguards in pre-Reform days, 
are no longer binding upon tho Reformed Governments. Under clause (a) 
of pb-section (3) of section 80-A of the Government of India Act, provincial 
legislation imposing or authorizing the imposition of a noAV tax requires 
the previous sanction of the Governor-General unless the tax is scheduled 
as exempted from this provision by rules under the Act. The Scheduled 
Taxes Rules, AA’hich Averc made under -the iioAvor hereby conferred and 
AA'hich came into operation concurrently AVitli tho reformed constitutioij 



567 . 


as whole, empower the Legislative Council of a province, without the 
previous sanction of the Governor-General, to make any law imposing or 
authorising any local authority to impose for the piirposes of such local 
authority any tax included in Schedule II to the Hules. One of the 
taxes included in Schedule II in its original form was “a terminal tax 
on goods imported into a local area in which an octroi was levied on or 
before the 6th July 1917”, the effect being that a local legislature became 
competent to legislate without the previous sanction of the Governor- 
General for the imposition of terminal taxation in such areas. The practical 
result of the provincial legislation undertaken in pursuance of this provi- 
sion was to enable terminal taxation to be imiiosed in such areas without 
reference to the Government of India, while the imposition of terminal 
taxation in cases in which legislation authorising the same required the 
previous sanction of the Governor-General was normally made subject, by 
such legislation, to the^ iirevious sanction of the Governor-General in 
Council, the net effect being that the Local Governments became competent 
to impose or sanction the imposition of terminal taxation in local areas in 
which an octroi was levied on or before thejBth July 1917 without reference 
to the Government of India, while in other areas the j)revious sanction of 
the Government of India remained necessary to the imposition of terminal 
taxation. It appeared to be anomalous that while the Local Governments had 
the unlimited right to levy and vary terminal taxes where there had been 
octroi on or before the 6th July 1917, they should have no right to revise 
a terminal tax where it has since that date been ijuposed with the previous 
sanction of the Government of India. Entry 8 in schedule II to Ihe 
Scheduled Taxes Eules was accordingly amended in 1923 so as to read — 

"A terminal tax on goods impoi'ted into or exported from, a local 
area, save where such tax is first imposed in a local area in which an 
octroi was not levied on or before the 6th July 1917”. 

The result of_ this entrj- and of the provincial legislation enacted in 
pursuance thereof is that a reference by the Local Governments to the Govern- 
ment of India is now only necessary where such terminal taxation is to be im- 
posed for the first time in an area in which an octroi was not levied on or 
before the 6th July 1917, and once a terminal tax has been allowed to be 
imposed, or in areas where terminal tax has been imi)osed by the Local 
Governments in substitution of octroi, the sanction of the Government of 
India is not required to the revision of the rates, the Local Governments 
being free to raise them to any figure they may consider necessary. 

7. In the Central Provinces not even this degree of supervision exists. 
In 1921 a revised Bill dealing with municipalities in the Central Provinces 
was passed. It contained a clause which enabled terminal taxes to be 
imposed in any municipality without reference to the Government of 
India. The clau.se in question was duly enacted and remains in force. 

8. Experience of the past few years has shown that these powers have 
been used by the Looal Governments more freelj' and extensively than 
could have been anticipated, and it is apprehended that the cumulative 
effect of such action cannot but be detrimental to the best interests of the 
commerce of the country as a whole. 

9. A full list of the different terminal ta.xes now in force is not 
available, but the statements attached to this note illustrate the diversity 
in rates, classification and system, and indicate how the practice is growing. 
These are all instances from the last few j'ears. A wide range of com- 
modities has been subjected to this impost and the rates fixed in some 
instances are very high; for example, the rate of the tax on cloth of all 
kinds including hosiery and socks in three of the municipalities in the 
Bombay Presidency is from 8 to 11 annas per maund. In one of the 
municipalities of the United Provinces “piece-goods” have to pay 8 annas 
per maund and the same rate is charged in two other municipalities on 
haberdashery, millinery, etc., and on cigars and cigarettes. In some 
places in the Punjab the tax is as high as Rs. 1-4 on piece-goods. Re. 1 on 
dyes and matches and As. 10 per maund on dried fruits, oilman’s stores, 
leather and spices. 

It is open to the Local Governments to raise these rates still further 
to any extent they desire without reference to the Government of_ India. 
And there must be a considerable number of other cases in which the 
Local Governments have themselves authorized the leA'y of terminal taxes 
in substitution of octroi about which the Government of India have no 
information. 

10. It is understood that a copy of the report of the Bombay Committee 
on prohibition and the abolition of the excise duties has been forwarded 
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to ilie Taxation Comniittei:. It -will bo seen therefrom that a scheme of 
general terminal taxes was one of the jjroposals for making good the loss 
anticipated from the cessation of excise. Notices have recently appeared 
in the press that the Homhay j\Iunicipalit 5 ' are desirous of replacing town 
duty producing about Rs. 20 lakhs by a terminal tax on goods entering or 
leaving the town or port calculated to produce Es. 50 lakhs. These taxes 
being tax on goods in ti’ansit ma 3 ’ have the effect of diverting traffic 
from the port unless the railway’ and port charges are reduced. Further 
instances are not needed to show to the Committee the present tendency 
and the risk cf an accumulation of imposts on trade imposed without auj' 
relation to each and many of which must operate as purely transit taxes. 

11. Further examples of this tendenej’^ are not needed. The Committee 
will doubtless have met with other cases. Proposals made recentlj' by the 
Nagina Municipality in the United Provinces, may, however, be ' quoted 
to illustrate the kind of rates which some local authorities and Local 
Governments are prepared to impose on trade. In this case also the 
tax is not i^roposed as a substitute for octroi but in lieu of direct taxation. 
In other words, it is an attemirt to transfer a large share of the municipal 
taxation on to the peoiole of the surrounding districts who are bound to 
get their suijplies through Nagina. The rates proi^osed are as high as 
Es. 2 per maund on cotton piece-goods (foreign and countrj’) and Es. 2-3 
per inaixnd on woollen and silk cloth (foreign and country), wearing apparel, 
articles 2 nade of cloth and tents, and Es. 1-3 per maujid on leather shoes, 
foreign leather, articles made of foreign leather, aluminium and aluminium 
wares. It is also suggested to impose a tax of 8 annas per maund, which 
is equivalent to Es. 14 iier ton, on “iron of superior quality”. This is 
a vague description, but presumablj' this item includes steel. Until the 
Steel Protection Bill was introduced in the Indian Legislature last ]\Iay, the 
rate of import duty on steel imported into India was Es. 14 per ton. Nagina 
Municipality, therefore, proposed to impose as a terminal tax on steel a 
rate equivalent to the full import duty in force before the Steel Industry 
Protection Act was passed. After full discussion in the Central Legislature 
in May 1924, the duty on steel bars was increased to Es. 40 a ton as a 
measure of protection. Steel bars can be landed in India now cx-duty 
at about Es. 100 a ton. Therefore, if the proposed rate of 8 annas per 
maund on “iron of superior quality” is .accejjted, the taxation which will 
be paid in Nagina on steel will be Es. 54 a ton or over 50 per cent of 
the value of the article landed at the port. Imi^osts on other ai'ticles are 
also extremely heavj'. The jn-oposals attempt to ijnpose very heavy rates 
on what local opinion seem to consider to be articles of luxury, e.g., 
articles made of foreign leather, silks, perfumery, European medicines, 
iron of superior quality, etc. The.v differentiate between — 

(a) foreign leather goods and similar leather goods made in India, 

(b) European medicines and Indian medicines, and 

(c) foreign fruits and .similar Indian fruits, etc., etc. 

The classification of goods in the schedules of rates submitted by the 
United Provinces is full of ambiguities, does not correspond, with the 
classification in force on railwaj’s, and it Avill i^rove an impossible one to 
work bj’ the railwaj’s in many respects. The railwaj's cannot be turned 
into a tax collecting agency^ for local authorities, each of which develops its 
own scale and classification of goods. 

12. The railway authorities cannot but regard this state of affairs with 
grave misgivings. The essence of the matter is that a terminal tax can 
be justified only so long as it is a light tax and is not allowed^ to become 
oppressive. And it was a condition of the Government of India’s -accept- 
ance of the principles of terminal taxation in IQIS that it should bo a 
very light duty and substantial^ lower than octroi and should only be 
introduced in replacement of existing octroi. Indeed, the accumulation 
of these pettj^ burdens maj’ become a very sensible infliction in the end 
and in matters of commerce it requires a A’er^' narrow margin indeed to 
turn the scale between a profitable trade and languishing one. The rules 
of 1917 were some safeguard against the imposition of unduly high rates. 
But in the changed conditions they are no longer any safeguard. 

There is thus a growing teudenc.y noticeable on the part of the Local 
Governments to agree to the imposition of terminal taxes and although 
some small local advantages ma.y be thereb.v obtained, the authorities 
responsible are not in a position to estimate the real injuiy that is being 
inflicted upon important general interests. The multiplication of numerous 
different schedules at numerous municipalities, with no limit to the rates 
which may be charged, (a) hampei-s commerce, (b) may lead to what 
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in effect _ ■would be differentiation in the treatment of goods of differ- 
ent provinces, and (c) interferes with railway earnings and receipts by 
increasing the cost of transport and delivery of merchandise. 

As regards this latter point, ip has to be borne in mind that the 
determination of rates and fares is a very intricate business requiring 
careful consideration of local conditions and of the rates which a particular 
industry or particular traffic will bear. It is impossible to fix rates from 
time to time at such a level as will lead to an increase in traffic and 
at the same time be in the long run remunerative to railways, or to 
adjust them with a view to the results anticipated from the whole of the 
rates_ structure in the long run, if such delicate arrangements are to 
bo distributed to suit the budgets of local bodies. The imposition of such 
rates does not only encroach upon the margin available for increasing 
railway rates, but is likely to divert short-distance traffic to roads and 
generally to upset the whole of the calculations of traffic experts regarding 
the ability of different kinds of traffic to bear particular rates and so 
ultimately likelj' to produce a diminution both of traffic and of revenue. 
It was for this reason that railway companies insisted during the discus- 
sions in 1916-17 that their prior concurrence should be obtained in each 
individual case where it was proposed to impose terminal tax in lieu of 
octroi. 

13. It is difficult for the Central Gov'ernment to ti’y to watch the 
economic development of the country and adjust railway rates and customs 
duties after careful examination of trade tendencies when municipalities 
which are the true distributing centres can upset all calculations, practically 
to any extent, by haphazard variations of local duties on trade goods. 
In some cases these duties are a considerable surcharge on the railway 
and customs revenues, and as local autonomy increases the terminal tax 
may be enlianced until there is little or no margin left for such duties 
cousisteutlj’- with the maintenance of trade. 

14. ' A terminal tax for local purposes can be tolerated when (a) the rates 

per maund on the articles taxed are verj' low, and (b) the classes into which 
goods are divided are few, veiy comprehensive and cover practically every- 
thing entering the town. But all the objections to a -terminal tax are 
accentuated when (a) the rates are pitched high, (b) the schedule is divided 
into manj’’ classes and there is a long list of exemptions, (c) the differences 
between rates on different classes of goods are large, and (d) attempts are 
made to vary the rates according to the origin of the goods. The United 
Provinces proposals referred to in imragraph 11 above illustrate all these 
objectionable features. ' 

15. There remains the question of the le'i'^y of the tax on goods exported 
from a municipalitj'. On every economic ground such a duty is more to 
be disliked than duty on imports. But the fact cannot be overlooked that 
the imposition of the tax on .goods exported has been allowed in certain 
cases in the past. The classification for a tax of this nature should, it 
is considered, be simple and the duty itself very light, certainly well below 
that on goods entering a town. It would also appear essential to provide 
in all cases of terminal taxation that goods not leaving a railway jmrd or 
only leaving port premises direct for a railway and merely transhipped at 
the 5 ’ard or port premises should be subject to no deities whatever. 

16. It is at the ports that terminal taxes leided by municipalities 
especially operate as transit duties. Such taxes differ from charges levied 
by the port authorities for the services and facilities rendered by them 
to the trade passing through the port. A terminal tax on such trade 
for the benefit of the local municipality means in ultimate effect that these 
parts of India which trade through that port, even the land-locked provinces, 
contribute towards the expenses of the iiarticular municipality. 

17. In view of the considerations .stated in the preceding paragraphs, 
it seems essential that, if possible, some central control should be re- 
established in this important matter. It is hardly practical now to abolish 
all terminal taxes. At the same time -bliere is a grave economic danger 
to the country in leaving to municipalities and Local Governments un- 
fettered power to increase these taxes to any extent and, in certain cases, 
even to impose these without reference to the Government of India. It 
seems necessary that in the present changed conditions the principles on 
which local authorities and administrations may impose these taxes be 
restated, and the limits within which such powers might be exercised shoixld 
be defined. 

vn— 72 



Statemetit showing tho terminal taxes in force in the Municipalities in the TJnited Provinces on goods imported hy rail. 


670 


eJ 


o ' 

S ^ S s5‘j^ 

.S K‘» 

_:o 

S §5U « „'S 
• ^ - %:t. 

p, c5 2 

- aT . ^ 

tf> 

^ 2 cJ o _ 'O 

^ c ^ ^ ^ s 

C O ^ ^ Q S 
rt .*-> CS ^ c3 rBl 



3 

O 

s 

§ 

o 


'c 5:3 "tJ 
35 -- 9 
° S 

” u 

t. CJ 
O “ 

p. 


OJ 

■ Pi 




==.2 

M O 

C-'>^ 

[ W . 

.^S^s. 

I M 


C "o M 

rt.o 


'S'd 

• a a 

i fc> >-• 

■ e> “ 
Pi Pi 
a <c 
CJ CS 
C C 

c B 

a a 

Cl •** 


a 


w 

€5 

a 

rt 


o 

P< 

w 

rt 

C 

ce 


o 


ri 


na 

'O 

a 

a 

a 

3 


u 

u 


o 

o 

o 

o 

Pi 

Pi 

Pi 

Pi 

s 

p 

tn 

a 

P 

0 0 2 
QQ S 

s 

p 

c 

p 

p 

c 

d 

rj 

rt 

ce 

Cl 

CO 

«»4i 

to 


o 

. d ^ 

S Pi 

O c> 

»—< Jd 
o o o 
o o o 


03 

O 

o 

tX) 

• 

o 


Pi 



571 


B 

U 

O 

P 4 

cn 

c5 

C 

C 

C3 

(M 


*rJ 

a 

u 

o 

cn 

e 3 

P 

P 

ei 


-ts 

P< 

a 

o 

K 


® H 
ce 


o 

pH 


rd 

a a 


Oi 


a> 0) 
£ PiPh 


p d 5 2 

S § c p 

•S-t: g g 

U-l K- •- 

r^? <M CO 


•rJ 

. a 


§ 


C 3 

a § 


o 


a I'S 

^ Oh 

H . ^ H ^ 

Ph 5 o 

p<pv . . . . 
rtc3Q®oooo 

“gPRPPiggg^. 

•P P P a 
P< c3 ® 


ph.; 


C .2 - 

P H X . 

e3 ,C M P 

O C 5 


H 
O 

p4 ® ® 

^ci as 




Ph 

« 

cS 

>dg 

a s 

O o 
p<-^^ 

® a 
cJ P , 
P P-d 
P P q 
ce p w 


00 

05 05 

05 

• • • 

md. 

and 

md, 

and 

d 

a 

U 

0 45 

-i ^0 

per 

ocal 

H 

a 



'd ti "rJ ns tS 

a a a a a 

H H H 
0) 0) O 

P« P4 pH 
m cn m 

c3 rt rt 

C P P 

P P p 

cJ c3 cJ 

CO to CO CO CO 


U H 

o a> 
Ph Ph 
a a 
P « , 
P P 
P P 
P P 


• Ph 
a 
P 
P 
P 
P 
oc 


-rJ 

a 

u "c 

flirt: 

a 

P r 

S 

c o 

rt^ 

ca C> 


.;S 

■ts'a''S 

a . 

- H P Q 

^*o ^ 


• P 

w 

3 a 

o 


Ph 

a 2 P 

fi § § 
P P P 


Ph 


S & 
a 3 
g S 

ooW 


H 2 'r^ a 

o P , t* ^ 

o o ^a rt.sPc 


" o o o o 5 rt •-■ b — 
Srprq g § W)g rt fcD® 


p 

p 


p 

CO « 


P S3 
CO 6M 


P o 

.s 

*o 

o ^ 

, CL fl> 

: a 

* p fcb 

s 

P o 


•xi P o 
fl "tS ^ 
fl o c 3 

P ^ 

C3 -*-' 

. G, 0 ? 'rJ 02 
! o P nS 

: -g 3 .a 

S 

c S S:^ 

c H ^ p 

a 

'w' Pi o 

G<J 


a 

H 

4) 

Ph 


P 

P 


O 

p 


'p 

a 

H 

a> 

Pi 

a 

a 

•H 

Ph 

<D 1 


X . 
p ^ 

a 
a ^ 

o o 

t-> pH 

**-< wi, 

a 
•tS 
Pi P 

s s 




«4ca 


. fii‘« 

5 »>'g. 
fl <2 q* 

P o 
cS H 
ooP 


t 3 

a 

H 

O 

Pi 


'd 'P 

a a 


2 0 0 0 0 0 } 

gepfifi g 


<v a 
P P 
a 
a 
p p 
P P 
p a 

o'i to 


P 

9 bD 


H 

Q> CS 

to 

° B ■ 

rt 

C CS ^ ^ 

bCrP TS 
‘S 3 P P 
CO ^ 
w a o 


*n 

« 


. P 
a 
cS 
P 
C 
cS 


a 

rt 

g 

rt 


• w 


' Sts 

?s s 


ti o 
o 

Pig 
Pi ^ . 

S-rt-g 

■s a 

^ o 

o;:3 Pi 

M a „ 
cd ^ 2 


o 

P 

c3 

P 

P 

cd 


a 

H 

C 

P 

a 

cd 

P 

P 

cd 


a 

> P 


P 


•d a 
a *- 

P2 
a S 

<v 5 

«o^ C 

pS 

oj ca 


P 


P 

05 


a1. 

H 

4) H 
PO 

S rt 

gs 

« c • 

tH 00 


'd ’Tp 

•g a a a 

^ S <5 o 

g PiP.Pi . 
P 2 2 2 o 

Cd C5 CS 1^ 
02 c e c W 

■s.i g § 

P cd cd 3 


a 
a p 

. p 

t- CL 

Q> ^7 
P^ 

2 g 

pg 


4> 

P 

a 

cd 

C 

§ 


C33 05 C<l CO to 05 W 


'd ^ -d 

a a a 

s ® p 
ppp 
w S 2 

C i I 


'd 'd 

a a 

H H 

o a> 
P P 

93 03 

as C5 
d d 
d d 
CS cd 
CO CO 


d 

o 


X 

o 


p 

o 


cd 

•d 

d 

cd 

fcD 

d 



4> 
O H 

BO 


o 

.cd 


a 

4> 


t fcO 


<D M 


. ,C 
' Cd 


rO 

O 


to. 


^ I" 
d 4) 


HbJ^o 


’a ■ 

■d 
d 

:: cd >N 
Hd 
d d 
bDg 

_ _ 5 d Cd 

iH 01 O 111 xo U! fcO 
p p 

cccc 


>•£ bbl* 

q M 3 :5 

d •fh _cJ e» 

§ P CO O .P 

“ 's rt s 

o'g-Z-rt « 
p m rt.2 P 
"^pa-^'2?*-p 


as 53 : 




o 


H 

Cd 

bD 

d 

OQ 


eS 

. 'd 
■§ 


cd 


d 

d 


2 a a 
d <y <y 

d q q 
O *0 o 

-S;S;3 

*• 0) 4) 

§ a a 

Tl id iti 
(*5 q q 

.2 5 5 

a a 
" bObO 
odd 
d if 

ft ft 



Statement showin" the terminal taxes in force in the Mnnieipalities in the United Provinces on goods imported 
° hy rail — contd. 
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Sugar, refined, including sugareandy 6 pies per maund. 

Sugar, unrefined, including gur . . . . . . 3 pies per maund. 

Tobacco, cigars, cheroots, and cigarettes of all kinds. 6 pies per maund. 

Estimated income from tax . . . . . . . . Es. 11,350. 
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FORCE IN CERTAIN MUNICIPALITIES IN THE 
BOMBAY PRESIDENCY ON IMPORTS BY RAIL. 
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Statement showing the terminal taxes in force in certain 


Artiolcw. 

Atiand 

Ikinnioipalily 

Oodlnn 

Municipality. 

Ohali.sg.ion 

JlnnicipaVdy, 

1 

! iVfalw.an 

1 Municipality, 

Rico, luiskcd and 

Spies pornid. 

i pics pcrind. 

2 pies per ind, 

fipics per md. 

iinhusked and all 
pnlscH. 

(grains). 

I 

(pulse), 

Rico ft pias per 
md. 

on grains. 

Sugar refined, 

sugar gur, and 
HU gar candy. 

P pies jifir nid. 

2 ftnna.s p^'r 
tnd. 

3 aim!) per md. 

Jaggary fi pjns 

jHM- md . 


Rried and fresh 
fruits. 

•• 

1 annapi’r md. 

3 pie*, par ind, 
Coeoiint 1 anna 
]' 0 i ind. 

.. 

Barley and oals of 

• * 

• « 

d pies per md. 

all sorts. 


2 ])ies per md . 



Timhor of all kinds. 

4 4 

3 pies per ind. 

• 

All kinds of piece- 
goods and other 
textile fahrio, 

• • 


■■ 

. . 

Bilken, woollen, 
including . 0,11 





artiole.s of clothing 





or dress. 





Gunnv hags 

4 « 


• < 

.. 

Alt metals, wiought 
and unwi ought 
and articles nitido 


■■ 

1 aiitm per md. 

* 

of them. 





All kinds of ropes 

. . 

* « 

. > 

• 

and twines. 





Groceiics and oil- 

Cl pies per nid. 

1 anna permd. 

. . 

• 

manstore.s. 





Bran of all sorts . . 

4 * 

• . 

. • 

• • 

Coke or coal 

2 nnims per 
ton. 

' ' 

3 pies per ind. 

.. 

Colton, including 

3 3 )ios pcrind. 

• • 

* • 

• 

cotton seed. 





Oil- cakes . . 

• 4 


* • 

• 

ToKacco of all sorts, 
including oiga- 

1 anna per 
ind. 

t annas jici 
md. 

1 anna liec md. 

t 

reties, cigars and 
snufF. 





Wheal and wheat 

» « 

1 pics per md . 

3 pies per md. 

0 plc5 per md. 

flour. 




Oil-seeds 

3 pics pcrind. 

1 anna per md. 

4 pies per md. 

(poppv seed). 
Grouiulnut 3 
pies per md. 

4 

Ghee and hutler . . 

2 annas per 
md. 

t nntiiis per 
ind, 

ann>-B per 
*md. (ghee). 

• • 

Drugs 

. . 

1 anna permd. 

.. 

• i 

If ides and skins, 


Do. 

, * 

« • 

raw. 





Leather and leather 
goods. 

1 anna per 
ind. 

4 annas per 
nid. 

• • 

• • 

Glassware . , 

, , 

Do. 

4 , 

• • 

Colours 

. 4 

2annn.sper ind. 

4 4 


Cloth of all kinds, 

3 annas per 

6 nnnns per 

li annas per 

8 .annas permd. 

irrclnding hosiery 

rnd. 

rnd. 

md. 

and socks. 





Tea 


8 annas per 
md. 

1 anna per md. 

» • 
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(G) 

Copy of a letter No. 417, elated the 4tli February 1925, from the Secretary 
to the Govorumeiit of the United Pro^dnees, Allahabad, to the Sec- 
retai-y to the Government of India, Department of Education and 
Public Health, Delhi. 

ISuhject . — ^Imposition of terminal tax and toll in the Nagina municipality.] 

I am directed to submit proi)osals for the imposition of terminal tax 
and toll in the Nagina municipality in replacement of a tax on circumstances 
and property. As octroi mas not in force in the toivn on the 6th July 1917, 
the imposition of the tax i-ecpiires the previous sanction of the Govciaiment 
of India under section J28 (i) (xiii), United Provinces Municipalities Act, 
1916. 

2. The rates iiroiioscd arc set forth in the .schedules accmnpauying this 
letter. They are on the whole moderate. The Agent, Oudh and llohilkhand 
Railway, who was consulted has no objection to the proposals and is willing 
to collect the terminal tax on behalf of the board. 

3. Tlie yield of the present direct tax no longer suffices foi- the needs 
of the town. Terminal taxation seems the best solution of the problem, 
and I am to request that the government of India may be pleased to sanction 
the municipal board’s proposals. 
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Description o{ terminal tax ivith schedule. 

(a) A tax on goods brought within municipal limits when conveyed to 
Nagina on consignment to that place by rail to be levied at the rates shown 
in Schedule A. 

(b) No tax shall be levied on goods set out in Schedule B. 

(e) In assessing the tax, fraction of a maund shall be regarded as a full 
mauucl. 


Schednle ;4, 

At the rate of 2 pics per maund. 

1. Firewood. 

2. Juar, Bajra, Arra, Lobia, Kasa, Matar, Joar, Sawan, Mama, Kakiii 

and Kodon. 


At the rale of G pics per maund. 

3. Stone other than &uikav. 

<J. Articles made of stone. 

5. Wood mended (excluding furniture). 

6. Unhusked rice, dal, and other grains (e.xcluding those which have 

been specified under the rate of 2 pics per maund), chokar, khal, 
cotton-seeds, ardawa and charcoal. 

7. Wheat, Hour, suji, maida, i)otatocs, ghuiya, ratalu, luoonda, onions 

and shakarkaud. 

8. Bamboos of all kinds. 

9. Oil-seeds. 


At the rate of 9 pies per maund. 

10. Rab. 

11. Gur, rice, khil and parinal. 

12. San of all kinds. 

13. Baskets, mattings, palm-leaves and fans of all kinds. 
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At llio rate of one aniui per inaund. 

14. Fresh fruits, ecnicut, lime and rjuickliinc. 
lo. Cairoo, ranirach, nnillaiii earth and chalk. 

IG. Fish, 

17. Kacli, 


At the rale of 2 annas ])er nuumd. 

18. Sugar manufactured l)y Indian methods. 

19. Iron, cast-iron (ordinary), kanch bangles, tat, gunny hags, patti, 

pata and tripal (panlin). ' ‘ ' 

20. Furniture, coeoanut boles, reeds, scale beams and articles of nood 

not specified eKcwhcrc. conntiy tobacco, liidcs and skins. 


At the rate of .‘1 annas per mannd. 

21. Sugar manufactured by Eiiropcan methods. 


At the rate of -J annas j)cr matind. 

22. Honey, qund and mi.sri. 

23. Indian confectionery and oilniaii’.s stores. 

24. China and cnanielled naros. kanch glass and glasswares. 


At the r.ate of 6 annas ])or mannd. 

25. Uncompounded country and unani niedieh,c 3 . 

2G. Itamduna. sagoodana, ehoya, airow'-i„t^ ,va.\-. na.\ canuMes, country 
lat oi kVatel.cs. 

27. dice and butter. 


At the rate of 8 annas per maund. 


28. Betel leaves. 

29. Copper, bronac, brass, bell-metal, gihit, lin-ware.s (escludi 

and ordinary steel), coloured nnd twisted thread, jnehak, 
leather and dari':. 

GO. Iron of superior quality, foreign liuits and stationery. 

31. Yarn. 

32. Botcl-mits, lac, articles made of lac, unani compounded medicines, 

European medicines, grocery, sjiices, chemicals, dyes aud paints. 

•33. Paper and printed books. 


, At the rate of 10 annas per maund. 

34. Haberdashery, hosiery, coinfortei-s. millinery, drapery, caps, wool 
and woollen goods. 

3-5. Cigarettes, cigars, and foreign tobacco. 

3G. European confectionery and oilman’s .stores. 


At the rate of Its. 1-3-0 per maund. 

37. Leather shoes, foreign leather, articles made of foreign leather, 

iilumininm and aluminium wares. 

^ At the rale of 11s. 2 per nuumd. 

38. Cotton\i>iece-goods (foreign and country). 
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At the rate of Rs. 2-3-0 per m'aund. 

39. Wollen. and silk cloth (foi'oigii and coxmtry), wearing apparel, 

articles made of cloth and tents. 

40. I’erfuniery of all kinds a)id essential oils. 

Note . — Full waggon loads of charcoal, firewoods, haniljoos, tiinhor and 
stone mills shall bo assessed on the carrying capacity of the 
waggon. 


ScJicdule B. 

List of articles exempted from terminal tax. 

1. All separate consignments by rail less than .'i seers in weight. 

2. All 2 >nrcels imported throngh i>ost oifice. 

3. All articles, the pro 2 )crty of Government or municipal board or im- 

imrted on behalf of Government or mnnicipal board. 

4. The luggage of circus or theatrical companies or of travelling exhi- 

bitions. 

6. Packets of newspapers. 

6. Bullion, bank-notes, coin.s, silver and gold in any form, precious .stones 

and jewellery. 

7. Arms, ammunitions, including all guns, rifles, pistols, revolvers, 

.swords, daggers, cartridges, bullets and powders, percussion caps, 
omiity cartridge cases, also detonators, fuses for use with explosives, 
fog signals and all explosives. 

8. Opium and articles subject to exci.se duties, such as country and 

foreign lifiuor, charas, ganja. bhang, toddy tori, sendhi, alcohol, 
methylated spirits, ale, and beer and the materials for their manu- 
facture. . 

9. Vegetables of all kinds. 

10. All lubrionting oils. 

11. Dahi. 

12. Karbi, bhusa, grass for thatching or fodder, ha.v, chaff and all fodder 

and cattle foods not specifically enumerated in .^chednlb .A. 

13. TJplas and kandas. 

14. Ashes, oindors, gravel, .sand, earth and clay. 

L’i. Co.al, coke ai'd patent fiipls, 

Ifl. Salt, 

17. AVator. 

18. Human a.shos. 

19. Ballast and kunkgr. 

20. Jfachineiy'. 

21. Bricks of all kinds. 

22. Samples imported, hy Jinva fide roinmorcinl travellpT’s, 

23. Manure. 

24. Roofing tile.s. 

25. Surkhi. 

20. Waste paper. 

27. Waste cotton. 

28. iifahua. 

29. Minerals of all kinds. 

30. Railway .stores and materials which are required for ii.se on railways, 

whether in constructing, maintaining or working the same and 
which are not removed outside the railway land boundaries but not 
stores imported into municipal limits for purchase and consump- 
tion by railway employees, nor stores with which the railway co- 
operative stores are stocked for sale to members; 



31. Bona fide, porsonnl InggaKc and liouBohold effects imported by a 

poison on Iho occasion of his coming to take np his residence vrith- 
in the municipality. 

32. Meat. 

33. Eggs. 

34. 'Wooden casks, empty kuppas and empty bottles. 

35. Cotton and san ropes and nivar. 

36. Roll. 

37. Earthenware. 

.38. Moonj, ban, bnib and hnbra. 

39. Bark. 

40. Cotton. 

41. Unginned cotton. 


\ 
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nescriiition oj ihe loll iax. 


I, A tax on vehicles loaded with goods and on loaded pack animals and 
on bahnngi and head-loads entering the mnnicipality by road, to be levied 
at the rates and subject to the exceptions noted below. — 


(1) Loaded pack .aniinala 

(2) Loaded o.arls, iliela or ekka with one animrd . . 

(3) Loaded carte with 2 animals 

(t) ,, n 

(o) )) 4 ,, . . . . 

(fi) Lo.aded hand-o.aii, or ihela 

(7) Head-load or babangi-load (excluding loads of 
* vegetables). 

(8) Head-load or baliangi load of vegetables 


ns. A, r. 
i) 1 6 

0 t 0 
0 8 0 
0 12 0 
10 0 
0 4 0 
0 0 G 

0 0 3 


Provided that on animals or carls laden with firewood, bhusa, fodder, 
vpla, moonj, palm-loaves, palm mattings, surkhi, baskets, monndhas of all 
kinds, bricks of all kinds, southa, sarkra, bark ban, mattings only the follow- 
ing rates shall bo levied : — 




ns. 

A. 

r. 

(1) Loaded pack anhnalB , , 

• ♦ • » t 

0 

0 

3 

(2) Loaded carls, Ihelas or ekk.as with 1 animal 

0 

1 

0 

(3) 

2 m 

0 

2 

0 

(4) 

3 

.. 0 

3 

0 


4- jj • . 

.. 0 

4 

0 

(6) Loaded hand cart or thela. . 

» • it • « 

.. 0 

1 

0 


II. On carts, pack animals, bahangis loaded with, and head-loads of cloth 
of every description and articles made therefrom, haberdashery, cigars, ciga- 
rettes, foreign sugar, metals and articles made' therefrom, grocery, spices, 
dyes, paints, perfumery, medicines, ' chemicals, foreign fruits, Icatlier and 
articles made therefrom, china and chinaware, glass and glassware, yarn of 
all kinds, paper, books, stationery, matches, betel leaves, and ghee a tax 
shall be levied at the rates of the terminal tax. 

III. No tax .shall be levied on head-loads or baliangi loads of or cn 
pack animals or vehicles laden solely with the articles set out in the 
schedule below; 
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TAst of exemptions from the terminal toll. 

1. All parcels imported through the post office. 

2. All articles the property of Government or the municipal board or 

imported oji behalf of Government or the municipal board. 

3. The luggage of circus or theatrical compaliies or of travelling exhi- 

bitions. 

4. Packets of nevsi^apers. 

5. 'BulIionSj bank-notes, coins, .silver and gold in any form, in-ecious stones 

and jeu’cllery. 

6. Arms, ammunitions, including all guns, rifles, pistols, revolvers, swords, 

daggers, cartridges, bullets, powders, percussion caps and empty 
cartridge cases, also detonators, fuses for use with explosives, fog 
signals and all explosives. 

7. Opium and articles subject to excise duty, such as countr 5 ' and foreign 

liquors, charas, ganja, bhang, toddy, tari, sendhi, alcohol, methy- 
lated spirits, ale, beer and the materials for their manufacture. 

8. All lubricating oils. 

9. Dahi. - 

10. ' Ashes, cinders, gravel, sand, earth and day. 

11. Coal, coke, aiid patent fuels. 

12. Salt, 

13. Water. 

14. Human ashes, 

15. Ballast and kunkai'. 

16. Jlachinery. 

17. Samples imported by bona fide commercial travellers. 

18. Manure. 

19. Roofing tiles. 

20. Waste paper. 

21. Maliua. 

22. Mineral oil of all kinds, 

23. Wooden casks, empty kuppas and empty bottles. 

24. Cotton and san ropes and niwar. ' - 

25. Meat. 

26. Eggs. 

27. Reh. 

28. Earthenware. 

29. Bark (except .sarkara and sentha bark). 

30. Cotton. 

31. The camp equipage of oflfleers on tour, 

32. Laundry articles (clothing soiled or washed), 

33. Bona fide personal luggage and household effects imported by a per- 

son on the occasion of his coming to take up his residence within 
tlie municipality. 

No tax shall be levied on head or bahangi loads of firewood, bhusa 
and fodder of all kinds, uplas, bricks of. all kinds, sentha, sar- 
kara, dhali leaves, lime .surkhi. chalk, .stone, tiles, fashing nets 
and baskets, - 
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Nagina Municipality, 




Assumed 

Serial 

num. 

Ver, 

Artioles. 

By Rail. 

By Road. 

_ Total 
imports. 

1 

ArlLoles at Ec. 0-0-2 per maund 

6,000 


6,000 

2 

Do. at Ee. 0-0-0 do. 

16,680 

. . 

16,680 

3 

Do. at Ro. 0-0-9 do. 

2,000 

. . 

2,000 

i 

Do. at Re. 0-1-0 do 

30,650 


30,660 

5 

Do. at Re. 0-2-0 do. . . ' . . 

6,626 

. . 

6j525 

6 

Do. at Rc. 0-3-0 do. 

10,000 

. . 

10,000 

7 

Do. at Ec. 0-4-0 do. .. 


» • 

2,620 

8 

Do. at Ee. 0-6-0 do 



1,960 

• 9 

Do. at Ee. 0-8-0 do. 

WSM 

* . 

4,020 

10 

Do. at Eo. 0-10-0 do. 

1,320 

. • 

1,320 

11 

Do. at Ea. 1-3-0 do, 

4,000 

. . 

4,000 

12 

Do. at Ea. 2-3-0 do. 

6,300 

• . 

5,300 

13 

Loaded pack animals 


1,416 

1,416 

U 

Do. carta, tlielaa or ekkaa witli 1 animal. 


.. 


16 

Do. carts, tkelas with 2 animals 


8,924 

8,924 

16 

Do. carts, thelaa with 3 do. 


100 

100 

17 

Do. carta, thelaa with 4 do. 


60 

60 

18 

Do. hand carta or thelaa 


• . 

• * 

19 

Head load or hahangi load (excluding vege- 
tables). 


2,000 

2,000 

20 

Head load or hahangi load of vegetables . . 

». • 

10,000 

10,000 

21 

Animals cart laden with firewood ahomi in 
provision of item 8 (Description of Toll 
Tax). 

* • 

• • 

* • 

22 

Loaded pack animals 


81,600 

81,500 

23 

Do. carta, thelas or ekkas with 1 animal. 


. . 

. . 

24 

Do. carts, thelaa ndth 2 animals 


22,000 

22,000 

25 

Do . carta, thelas with 3 do. 


100 

100 

-26 

Do. carts, thelas rvith 4 do. 


60 

60 

27 

Do. hand carts or thelas 


100 

100 








District Bijiior 


Imports. 


Extsting 

tax. 

Proposed Terminal tax 
on rail-l30rne traflio. 

Proposed tax or toll (if any) 
on road-liome traffic. 

Total 

anticipated 
revenue for 
imports. 

Eate. 

Eer* 

enue. 

Eate per 
md. 

Eevenue . 

Eate per 
cart. 

Eevenue. 



ns. A. r. 

ns. A. 

r. 

ns. 

A r. 

Its. 

A. 

V . 

ns. 

A. 

p. 



0 0 2 

50 0 

0 






60 

0 

0 



0 0 6 

522 0 

0 






622 

0 

0 



0 0 9 

91 0 

0 






91 

0 

0 



0 1 0 

1,909 0 

0 






1,909 

0 

0 


• • 

0 2 0 

816 0 

0 






816 

0 

0 


« • 

0 3 0 

1,876 0 

0 






1,876 

0 

0 



0 4 0 

630 0 

0 



• • 



630 

0 

0 



0 6 0 

731 0 

0 






731 

0 

0 



0 8 0 

2,010 0 

0 






2,010 

0 

0 



0 10 0 

826 0 

0 






826 

0 

0 



13 0 

4,760 0 

0 






4,760 

0 

0 



2 3 0 ■ 

11,594 0 

0 






11,694 

0 

0 




• , 


0 

1 6 

133 

0 

0 

133 

0 

0 






0 

4 0 

» • 



• , 






. . 


0 

8 0 

4,462 

0 

0 

4,462 

0 

0 






0 12 0 

76 

0 

0 

76 

0 

0 




« • 


1 

0 0 

50 

0 

0 

60 

0 

0 






0 

4 0 

. « 



• , 





• • 

• • 


0 

0 6 

63 

0 

0 

63 

0 

0 



* * 

« t 

•• 


0 

0 3 

166 

0 

0 

166 

0 

0 



• ■ 

i 


0 

0 3 

1,273 

0 

0 

1,273 

0 

0 




i 


0 

1 0 

. . 



• » 






1 


0 

2 0 

2,769 

0 

0 

2,750 

0 

0 






0 

3 0 

19 

0 

0 

^ 19 

0 

0 






0 

4 0 

13 

0 

0 

13 

0 

0 






0 

1 0 

6 

0 

0 

6 

0 

0 




25,806 0 

0 




0 


34,806 


0 











Mr. Sim gave oral evidence as follows : — 

The Fresklcnt. Q. — You aro Fiiiancial Commissioner, Eaihvays? 

A.— Yes. 

Q. — ^Ancl you liacl considerable experieiice in tlie levy of octroi and 
terminal tax? 

A. — ^Yes, as chairman and member of various municipal boards in the 
United Provinces vbcre octroi Avas levied, as chairman for five years of 
the Municipal Board of Cavnporc Avhere terminal tax AAms levied, and as 
Secretary in the Local Self-Government Beparlmeut of the United Pro- 
vinces Avhen the question of the replacement of octroi by terminal taxation 
Avas discussed. 

Sir Percy Thompson. Q. — ^^Vith regard to the effect of section i;J5 of 
the PailAA-ay Act, it seems, at first, that it is intended to gwe absolute pro- 
tection to the railAA-ays. For instiincc, you liavo sub-section (1) AA’hich says 
that a tax cannot be imposed A\-ithont the consent of the Government of 
India. Then again, if the GoA’ernment of India say that it aaIII imiiose a 
tax, the raihvay organisations liaA'C the right of appeal to a Commissioner 
appointed by the GoA'crnment and that Commissioner may say, ‘‘You need 
not pay this tax; yon may pay something less.” Tliat seems to be absolutely 
protecting the raihA'ays, at its face Auihic. 

A.—Tt is perfectly true that thei-e AA'onkl appear to be a complete 
.safeguard there ; but in practice, it is not a safeguard at all. The main 
difficulty that aa-c have at present is that AA-e have got no voice in deciding. 
AA’liether a raihvay colony is to bo included Avithin the limits of a munici- 
pality; and the Government of India have in effect announced that raihvavs 
or the portions thereof included in municipal areas are liable to general 
taxation as anybody else. 

Q. — That is according to tlie order of 1907? 

A. — ^Yes. 

Q. — Have they not retracted from that? You haA*o stated in your 
note that that position is very difficult. 

A. — The general order has certainly been AvithdraAA-n ; but the GoA'orn- 
ment of India have definite]}* announced that railAA*ays should consider 
themselves liable to general taxation; and in consequence of that general 
decision, the que.stion of tho liability of any iiarticular raihvay administra- 
tion has never been questioned. The proiAosal comes as a mere formality 
and goes through. 

Q. — The Government might avcH anuoAuicc the principle that the rail- 
Avay administrations have to contribute to tho indirect benefits that they 
deriA*e; but if tho tax Avas imposed, it might be contended that it is 
unfair. 

A — Tho unfairness mainly ari.ses on the initial decision as to AA*hcthor 
a particAilar colony should bo included A\*ithin a municipal boundary. 
Within tlie last Iaa-o months avo have had complaints from different rail- 
A\*ay administrations that the municipal authorities in the noighliouriiood 
proposed to extend their boundaries so as to include the raihvay colonies. 
These raihvay colonies at present provide all municipal amenities for tlio 
people residing therein. They provide Avater, proA*ido sanitation, proAude 
roads and do ever}d;hing else and they probably AA*i11 continue to do so even 
if included in the imAuicipal limits. 

Q. — ^You say that it is agreed that the raihA*ay administration should 
make a fair contribution to the municipal expenditure Avhich is intended 
for the general benefit as distinguished from the benefit to tho indiAddual. 
That Avas not aliA'ays the vieAv of the GoA'ornment of India, AA*as it? 

A. — Iso. I’hey previously held that municipal authoi-ities should not 
tax raihvays. 

Q. — ^Except for actual direct services? 

A.— Yes. 

Q. — There is no controversy aboAit that, i.e., tho liability to make some 
fair contribution. 



A. — do not think we can dispute that iiou*. I do not think that it 
is a sound decision, considering that practically all the railways are State 
propert 3 ’. i\Ij' own personal view is that no Government should tax another 
Government. 

Q. — ^But in other countries, T think even Government property pays 
a rate, the argument being that the locality is prejudiced by the existence 
of the Government propertj'. 

A. — ^Yesj it can he argued both ways. 

Q. — am not talking about the contribution for the direct benefits. 
The reason why Government is called upon or does, in fact, contribute to 
these indirect benefits is, the.y are taking all the room which might be occupied 
by soniebodj" else who would paj', and the municipalities or the local bodies 
are consequently prejudiced. However, j-ou do not regard the matter as 
controversial now? 

A. — ^No, I do not. 

f)r. Faranjpuc. Q. — In Eomba.v, for instance, a rate is levied on the 
Victoi’ia Terminus Station bi* the Corporation? 

A.— Yes. 

Q. — Just on the same lines as thej' charge any other house property? 

A. — ^Yes. The only thing e.xemiited in Bombaj* is what the.y call waste 
land — land taken up bj' the railwaj’s and not j'et utilised. Otherwise, the 
whole railwaj^ propertj’ is liable to the tax. 

The President. Q. — I am not quite clear about the iiosition of section 
135 of the Act. Under that section, the municipalits’^ has to secure the 
sanction of the Government of India before imposing a tax on the railwaj'? 

A. — ^Yes; the Government of India has to declare by n.otification that 
the railway is liable to a particular tax in a particular municipality. 

Q. — Has it any power to withdraw a notification of that sort? 

A. — Yes, under clause (3), which sa.ys, “The Governor-General in Council 
may, at any time, revoke or vary a notification under clause (1) of this 
section.” 

Q. — Then, it can discriiuinato between taxes? 

A. — ^Yes. 

Q. — ^But it has never attempted to make any discrimination. 

A.— Yes. 

Q. — The section appears to have intended that it should discriminate, 

A.— Yes. 

Sir Percy Thompson. Q. — Even thou, if the Government of India dis- 
agreed n;^h the Local Government as to the inclusion of a particular 
railway' station, it might cancel that notification under clause (1). 

A. — ^It could; but in practice, the Goverinnent of India have never inter- 
fered. They could practically annul the decision of the Local Government 
to include a railway colony within the imuiicipal limits by revoking or refus- 
ing to issue a notificatioiiAnaking the railway liable to pay anj' tax. 

Q. — It would bo a strong measure; but I think it would bo within fhe 
four corners of the section to do so. 

A. — ^But I do not think it is in accordance with the si)irit of the 

law. 

Q. — Surclj", whether it is reasonable that it should be included, shoiild 
be one of the things to be taken into consideration, under clause (1). Jt is 
one of the factors which the 3 ' ought to consider. 

^ A. do not think the Local Government consider it on those lines. 
The Local Government having decided to include a railway colony, it is 
rather difficult for the Government of India to come in and say, “It 
shall not pa 3 ’ the tax.” 

Q- — ^iVith regard to the efl’ect of clause (2), it gives this Commissioner 
who_ is appointed no right to revise a particular asse.ssmeut. Supposing, 
lor instance, it is a case of house tax aud the Commissionet said, “Yes, you 
must pay the house tax” ; then you sa 3 ' the assessment is too high; then you 
go to the higher tribunal. 



A. — officer authorised to entertain objections Irom a railway 
administration is the appellate authority under most of the Municipal 
Acts to whom appeals against _ assessments lie. Railway authorities 
generally complain that the authority whom they appeal to is a provincial 
executive officer who _ has been, during his official career, connected with 
municipal work and is likelj' to bo prejudiced in favour of municipalities. 
I have got a case here, where the E.I. Railway made an appeal to this officer 
against the method of assessing their property. The Commissioner has 
written a long judgment. They object to the property being split up into 
small plots for the purpose of assessment, in consequence of which, they 
say, the assessment was doubled; but the Conmiissioner held that the 
Municipal Corporation were quite right. 

Q. — ^Did he decide that in the capacity- of the Commissioner of the 
Corporation ? 

A. — ^He was not the Commissioner of the Corporation. He was a Com- 
missioner of the Division and he rvas also appointed under the Act to hear 
.appeals. 

Q. — He is not likely to bo a pi-ejudiced individual. 

A. — The railway authorities contend that the executive officers of the 
Local Government are naturally prejudiced in favour of the municipalities. 

Q. — Then it is veiy difficult to see what official you can appoint under 
th.at section. 

A. — quite agree; it is verj’ difficult. Tf an officer of the Local Govern- 
ment, he will be looked upon as prejudiced in favour of municipal board; 
if an officer of the Central Government, as prejudiced in favour of the 
railways. 

Q. — ^If the Commissioner thought that the tax was an unfair one, ho 
could say so and fix another sum. 

A. — That appears to be the i>rocedure prescribed by section 135. But 
it has not been so interpreted in the past. It has been assumed that the 
Commissioner is a i)crson appointed under this section to hear appeals 
by railway authorities against assessments, as in tho case I quoted from 
Bengal. 

Q. — In Madras, for instance, there is no person who hears appeals. 

A. — I believe they go direct to the Local Government for instance, 
appeals against the education cess. But certainly, in the United Rrovinces 
the Commissioner of the Division is the man who settles appeals against 
assessment. He is appointed by the Local Government. 

Q. — That is statutory under the IMunicipal Act? 

A. — ^Yes; either the Commissioner or some other person nominated by^ 
the Local Government. 

The President. Q. — In one of the cases here, the Collector has given 
the decision. He says, “This is an application under section 135 of tlie 
Act to modify a tax imiiosed on the railway by the Union Panchayat of 
Mettupalaiyam .” 

A. — ^Probably, he was appointed by the Government of Madras. 

Sir Percy Thompson. Q. — It looks as if sub-section (2) has been inter- 
preted vrrongly. The real function of the man Avho is appointed js quite 
different from what, in practice, it has been. The sub-section is quite 
clear. It says: “While a notification of the Goyei’nor-General in_ Council 
under clause (1) of this section is in force, the railway administration shall 
be liable to pay to the local authority either the tax mentioned in the 
notification or in lieu thereof, such sum, if any, as an offiper appointed 
in this behalf by the Governor-General iii Council may, haying regard to 
all the circumstances of the case, from time to time determine to be fair 
and reasonable. 

A. — ^But it has been assumed that ho is a man who hears appeals from 
tho railwaj'S. 

Q. — ^I have not read it so. It gives power to the Central Government 
to appoint an agent. 

A. — ^Yes. At tho same time it is advisable that this agent should have 
some general principles to work uiion. There are none' at i)resent. Cases 
have been dealt with in a very haphazard way. Recently in [Madras 



m 


municipal boards liavo started to imposo an educational cess; agent after 
agent of the raihvays iias protested on the ground that the railway autho- 
rities themselves provide the educational facilities for the children of their 
employees. But the sums involved have been very small. In some cases, 
they were Its. 25 or Its. :30. ’ There again no principle has over been laid 
down. 

Q. — think they have got a bad case there. 

A.— my.P 

Q. — IVhy should not they contribute to the general education? 

A. — They have been providing their owji facilities. They say: “AYe 
cannot pay the cess and at the .same time run our own schools; we 
are running the schools and the cost of these schools is very much greater 
to us than the co=:s we are asked to pay.” 

Dr. Varanjpuc. Q. — ^You cannot maintain a position like that. A man 
cannot escape an education tax if ho say.s that ho is going to educate his 
children privately, 

A. — ^But here it is a cn^-o of the whole railway community. 

Q. — Suppose there is a mill in Bombay with 4,000 workers in it. 
They house the workers and they provide schools and sanitary arrange- 
ments. Is it right for tlio mill to say that becanso they are in'oviding 
these facilities, they cannot pay Iho municipal taxation? 

A. — ^Xot altogether. 

Q. — ^I’nrt of the municipal taxation is for tboso jinrposes. 

A. — But hero it is purely an educational cess. 

Q. — ^Is it right for the mill to sas* that they should not bo made liable 
to pay the education co.ss? 

/?ir Perep Thomjmon. Q. — Arc these scliools open to all and sundry? 

A.— Ko. 

Q, — ^Then, why .should they escape general taxation? 

A. — Tlieir argiunent is, “Tlion why .‘•hould you insist upon our providing 
the .schools?” 

Q, — ^It might ho a case for some com 2 )ronnso, 

A. — Yes; I think it is a case where they ought to compromise. This 
is also a question which is dealt with in a very haphazard way. 

Q. — The ordei- of 1907 lays down that they .should pay. 

A. — Only the general taxation and Jiot a special cess. 

Q. — It lays down that they .should contribute for every public object 
undertaken by the local authority. 

A. — ^No; I did not read it in that waj'. 

Q. — ^It say.s that the railway administration should contribute for the 
gonornl objects; and edneation is one of them. 

A. — It is a special cess for education. It i.s called 'education cess’. 

Q. — ^Thai is exactly what the Government of India are dealing with. 
This particular cess is a tax intended to seiwo objects for the general good 
of the cmnmunity ns distinguished from the individual. A sanitatio?! cess 
would ho similar, 

A. — ^^Yo never read it in that waj\ A cess being for a particular 
purijoso, the railways thomselvc.s .supplying that nninicipnl amenitj', tlioy 
.should ho o.xomi>t froju that particular cess. 

Sir Percy Tliomj^son. Q. — Taxation for a particular service like water- 
supply would bo for the water charged by meter. Actually we have not 
come to such a stage. A watcr-rato is earmarked for water-supply, hut 
there is no distinction between the earmarked funds and the general funds? 

A. — I think there is a distinction. 

Q. — Taxation is for the general good of the community, and therefore 
you can say that the taxation impo.sed for the particular services is also 
for the general good of the comminrityp 

A. — ^Wlioro there is a particular cess you can measure the benefits of 
n particular tax. 
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Q.' — ^^Vliat about -water-rato ? 

A. — ^In ivater-rate one pays not for tbe irator consumed, but for one's 
share of the whole cost of the provision of water-supplies to one’s 
neighbours. 

The President. Q.— -The system of taxation assessed in direct relatfon 
to the benefits conferred is in its infancy in tins part of the world? 

A. — I think so. 

Sir Percy Thompson. Q_.— May T refer to the Public Works Department 
letter issued in 1907 in which they said that there was no reason why the 
railways should not pay for .such specific purpose? Why should they not 
pay? Why should there bo any protest? 

A. — I think in that letter they talked of general taxation. Wliere 
specific services are rendered, their cost can be distinguished from general 
taxation. 

Q.-|-Education^ has been recognised as a general and onerous service. 
Education cess is in fact a general tax. The theoi’y of the whole Thing is 
that education as such is for the benefit of the whole community and not for 
the particular children who, arc educated. 

In England taxes for education and other services are earmarked, but 
nve totalled up for purposes of collection. But the total rate has got all 
component parts, one goes to the poor house, another goes to the education 
committees and so on. 

A. — ^In this country it is not so; take the case of water-rate; it is 
restricted and earmarked for one object, for meeting (along with the receii>ts 
from sale of water) the expenditure incurred in connection with the supply 
of water. As soon as the receipts exceed such expenditure, you have to cut 
the rate down. 

Q. — 111 England, suppose the rates are cut down, they are inclnded in 
the general tax. 

A. — Here it is dealt with separately. 

Q. — ^My own impression is that the Government of India have taken an 
entirely different view. 

A . — 1 think that is due to your taking the expressions used by them 
in the strict literal sense in which siich terms would be used in a report 
by a committee of experts on taxation. The oijders are vague. First of 
all, they issued orders making all the railways liable to the general taxes. 
Then they changed their view. I do not think they have ever clearly 
defined what they considered to be right, which particular tax railways 
should have to iiaj' and how such taxes ’are to be assessed, etc. 

Q. — ^You think on the questioii of principle we should be quite definite? 

A.— Yes. 

Dr. Hyder. Q. — ^You agree to the liability of railways with regard to 
the onerous taxes? 

A. — There is no way out of it in view of the declaration referred to 
by Sir Percy Thompson. 

Q. — They should pay for definite benefits i-eceived? 

A. — ^Yes, certainly. Tliey should pay for the services they receive. 

Q. — If services are of geiaeral iiatvro, you will agree to the position 
that the.v .should pay these oneroiis taxes? 

A. — think under the Government of India’s declaration they udll 
have to pay. 

Sir Percy Thompson. Q. — ^If you had a special education cess definitely 
levied for education alone and if the municipality in the course of time 
said that the.v would imijose another special tax, you would then pay? 

A. — That is exactly what they have been doing up till recently. There 
was no special education cess in the past. The co.st of education was paid 
from the general revenues. But the .special cess has been introduced only 
recently because certain municipalities started compulsory education, and 
the proceeds of the special cess have been earmarked for the extra sum 
required owing to the introduction of the compulsory system. 



Q- — Is not the case that the railways may use the services, which 

may be more expensive at times? 

A. — ^Wliat has happened in the past is this. The railways liave been 
compelled to make these arrangements (which may be costly) when they 
started their operations. In the first instance they had to arrange for the 
housing of their staff and the provision of the municipal amenities required 
for them. They _ formed a separate colony for themselves. Inside the 
colony they provide roads, education, water-supply, etc. Gradually you 
get a, town growing round the railway premises. Then a neighbouring 
municipality proposes to include this colony within the municipal limits. 
The _ question is _ whether the railways should be compelled to pay for 
municipal amenities which they have been providing for themselves, because 
they happen to be inchaded within the limits of a municipal town. I think 
thej' should^ have the power to_ put forward their views as to whether they 
should be liable to pay a particular tax or not. 

Q- — I am thinking rather of a case of a station like the Victoria Terminus 
in Bombay. Supposing they said that they did not want to take Vv^ater- 
supply, scavenging, etc., would not the local authority be put to a loss? 

A . — I do not think such a case has ever arisen. What I say is that 
whenever there is a proposal to include these railway colonies within the 
neighbouring municipal limits, there ought to be some provision by which 
the railway authority could state their case before an imimrtial tribunal. 

Q.— Can it not do it befoi'e the Local Government? 

A. — ^No. Now the Local Government means tile Local Self-Governmejit 
Department which is naturally prejudiced in favour of the municipalities. 
I have here two cases where the Agent of the G.I.P. Railway has com- 
plained against proposals to include two railway colonies^ at Manmad 
within municipal limits. In these places they have got their own private 
roads, water-supply, and all municipal amenities, and will get no ad- 
vantage from inclusion within municipal boundaries. It must also be 
remembered that railway authorities differ from private employers of labour, 
o.g., they are entirely responsible for the whole of the sanitary arrange- 
ments on every open lino. 

The Presidenf. Q. — In short, what you would like is in the event of 
failure to agree to any contracting out,\ some independent authority should 
determine the question? 

A. — ^Yes, that is what I want. 

J?r. Holder. Q. — In the case where you have clearly marked railway 
colonies it is all right, but there are a large number of stations whore 
there are no clearly defined railwaj' colonies and where the services are 
rendered bj' the municipalities. 

A. — ^I quite agree, hly proposal is in cases where there are separate 
colonies and the question of including them within the neighbouring 
jnunicipalities arises, there should be some independent authority to decide 
the question. 

Dr. Paranjpye. Q. — ^I believe Government always ask if the railways 
have any objections to put forward. 

A.— But the point of the railways is that the Ministry in the Local 
Self-Government Department is not an entirely independent and unpreju- 
diced authority. 

The President. Q. — I know an instance where a railway company is 
paying two municipalities simply to be allowed to remain outside and not 
include them within the limits of the municipality. You want an unpreju- 
diced and impartial tribunal? 

A. — Yes. 

Sir Percy Thompson. Q. — ^There are municipalities in this country which 
raise quite a number of different taxes. But in England there is onty one 
tax, namely, a tax on land values. For instance, in_ the Dnited Provinces 
the revenue is chiefly raised by octroi, in Madras it is_ chiefly raised by 
house tax. Does it not therefore mean that the contribution by railways in 
Madras is far greater than in the Dnited Provinces? 

A. — ^Undoubtedly. 

Yn-76 
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Q. — ^Tliere is iio reason why it should be like that. 

A. — Certainly. 

Q. — ^Wlio is to decide? 

A. — think it would be very advisable to get some definite uniform 
system laid down. 

Q. — ^Have you not considered the recommendation made by the municipal 
committees in the United Provinces on the gross earnings? 

A.— Yes. 

Q. — Do you think it is a feasible scheme? 

A. — ^No. I do not think it is a possible scheme. The receipts at a 
station give no indication of the comparative benefits derived by railways 
from difierent municipalities. 

Q.— Wliat about your alternative; you take the gross earnings of the 
whole line? 

A. — do not see how you would apportion it. The gross earnings leave 
out of account the question of lead. The gross earnings in Cawnpore with 
a long lead to Bombay must he very much greater than what the earnings 
at Kalyan with a short lead for similar volumes of trafllc. 

The President. Q. — There is another alternative, that is, maundage. 

A. — ^Biit the difficulty about that is, how are you to fix the rate i^er 
maund. 

Q. — Is it not in a practicable way to assume on the size of the goods- 
sheds as an index of the traffic? 

A. — I think it is possible. Y'ou could ijrobably take the goods-shed area, 
but you could not take the whole of the premises, marshalling yards, etc., 
because they may exist to meet the requirements of through (and not local) 
traffic. At a big iunction station there are huge yards, but there may be 
no local goods traffic at all, and T do not see how a municipal board could 
claim a rate on land used for such traffic which never leaves the railway 
boundaries. 

Sir Percy Thompson. Q. — ^It is suggested that the railways should not 
contribute in respect of the marshalling yards. 

A. — ^Yes; or on the permanent way. 

- Q. — cannot see the reason why they should not. 

A. — ^Anyhow they do not pay. ' 

Q. — Simply because_you have, for good or evil, taken only the value of 
the property. It may be right or wrong. Whs'^ should you make a particular 
exception in the case of railways? 

A. — ^Railways are different from and have always been differently treated 
from other concerns. Outside the municipal limits there is no charge at all. 

Q.r— Lands uncovered by buildings are charged? 

A. — ^I do not luiow that. There is no uniform practice. Usually if a 
man has got a godoAvn, they only assess the value of the site it stands on. 
They do not usually charge vacant land in the municipalities. 

Q. — ^Do you know of any other way of taxing, apai’t from taxing the 
railways by reference to the annual value of the property?^ 

A. — 1 cannot think of any other system. 

Q. — ^Do you think a tax on the annual value of property is fair? 

A. — ^I think it is fair on the whole if you can get an equitable method of 
determining the annual value. 

• Q. — ^It is subject to the defect that the contribiition by railwaj^s varies 
according to the methods. 

A. — So it is for every business. 

Q. — ^Don’t you think it would be a, strong measiire to have different 
principles in assessment, one for the railways and another for others? 

A. — ^No; of course there are difficulties in applying any system even if 
it is uniform. 
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Q. — ^You have not got this uniformity in any case, because It. much 
depends on the amount they raise by these house taxes. Uniformity is gone 
unless you have a uniform tax in the municipalities. It ivould no doubt be 
more convenient to the railway companies to have one principle for all of 
their properties, but do you think it would be so for everybody else? 

A. — Certainly. I think it woiild he more convenient to everybody to 
have a definite form of rule rather than having the present system or rather 
lack of system. I do not think it is satisfactory either from the point of 
view of the local authorities or from the point of view of the railways. 

Q. — Supposing in Madras the railway company had a bare uncovered 
property and sonie other private company had the same kind of property; 
so far as the private peojile are concerned, would there not be a source for 
complaint P 

A. — I do not think so. The fact that railways are Government property 
puts them in a peculiar position. 

Q. — You have section 135. Are you going to urge the point that the 
railway properties should be treated separately? 

A. — It is a very difficult section to use as long as you have this diverse 
practice. It is very difficult work unless you lay down some principles. 

Q. — Supposing you lay doAvn a principle that buildings or houses and 
\ uncovered land which are not used for traffic purposes should not be taxed. 

A. — They remain the same iri-espeetive of the volume of traffic. The 
size of a marshalling jmrd is not determined by the amount of the local 
traffic. 

Q. — ^If you do not pay to the municipality for the land on which 
the marshalling yards are situated, thei-e is no reason why you should in 
the other case, 

A. — ^The marshalling yards deal with through traffic, not local traffic. 

The President. Q. — If you are going to pay in proportion to the amount 
of traffic roughly, then you can exclude marshalling yards, otherwise not. 
I do not think you can ever work it by fixing a lump sum. After all, the 
railways must bear their share. The only difficulty will be with regard to 
the maximum rate. The standard rate is there. I do not think you will object 
to it as long as 3 'ou have got a unifox-m principle. 

A. — ^It is the principle that we wish to be settled. 

ifr. Paranjpye. Q. — In the case of these small junction stations which 
owe their importance entirely to their being railway junctions, are the 
railway administrations prepared to take over the local administration of 
such places? 

A. — I should think so, so far as the railway colony is considered. But 
whether they can take over the administration of the whole place even 
outside the railway limits, is another question. I have got a letter I'econtly 
regarding Jamalpur which is almost entirely a railway colony. But there 
is a 'municipality there which has just raised the taxation to two -or three 
times what it was) two j'ears ago. The railways would prefer to work their 
.colonies as a separate municipalitj'. As regards the taking the whole area 
under the railwaj'' administration, I doubt whether that is practicable. 
' I do not see what difficult}' there is in their having a separate colony. 
In the United Provinces, for instance, there are cases of three municipalities 
in the foi’m of a municipality proper, a notified area, and a cantonment 
adjoining one another, and I, have not known of any difficulty arising 
there. 

Q. — If a big part of the area is taken away, the other part cannot he 
worked as a mxmicipality. 

A. — ^I doubt if a Minister for Local Self-Government would accept a 
proposal to allowing the railway authorities to have control oyer the non- 
railway community. I do not know if that would bo a practical measure. 

Sir Percy Thompson. Q. — ^As regards the basis of assessment, I gather 
from your note that considerable difficulty is felt by the railway companies. 
Generally speaking, there are two methods of assessment, one with refer- 
ence to the annual value and other, taking an arbitraxy percentage of tho 
capital cost. Do you think it is possible to arrive at the annual value? 

A.— No. 

( 
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Q. — But is there no difficult}’ about the caijital cost? '^Vlien the value 
of the property goes up, the raihvay companies’ contribution remains 
constant. 

A. — ^But tlie value of the raihvay property does not go up to tbo 
railTvay. The permanent way is of tbo same value to the railway whether 
situated in a desert or in a city. If you sell a house, the purchaser will 
pay more than the original cost price ov’ing to the rise in the value of 
landj but this would not apply to the sale of a railway. 

The President. Q. — ^^Vould you object to the valuation by the Collector 
on the land acquisition principles, simultaneously with the revision of tho 
assessment of the house tax? 

A. — do not think it is quite fair to tho railway to take the market 
value of tho land. 

Q. — ^After all, the amount is not very large. 

Pr. Hydcr. Q. — Supposing you sell the State railway to a company, 
would you sell it at tho capital cost? 

A. — ^It would be sold as a running concern with reference to tho 
profits, 

T7ie President. Q. — Suppose you gave up a piece of land and the Local 
Government took it over; on what basis would you dotonnine tho value? 

A. — ^At tho market rate, just as they charge us. • 

Q. — Take a town like Bangalore; you have got extensions all over. 
Tho railway property is going ujj boenuso tho town is increasing, and it is 
legitimate that they should pay a higher tax, and it is a quastion whether 
you can moasuro such an increase. But a rough and ready way can be 
had. 

A. — J. do not think that the market value principle does apply to tho 
railway pi-operty. It never enn. 

Q. — ^Nor is it so with regard to tho house tax. But as the lino of 
least resistance, would you adopt that principle? 

A. — am not prepared to object to the principle of taking a certain 
pei’centago. 

Sir Percy Thompson. Q. — it is a constant rate on tho capital cost, 
you won’t object? 

A. — No, I won’t object. , * 

The President. Q. — ^You mention, “It would not bo unreasonable to 
claim exemption from nuinicipal taxes for railway buildings and structures 
which are provided free of charge to railway passengers for their comfort 
and convenience, such ns waiting rooms, platforms, refreshment ■ rooms, 
etc.” 

A. — ^Yes. I was thinking of the waiting rooms, etc. 

Dr. Jlyder. Q. — ^Does not tho price of railway tickets include a charge 
for these facilities also? 

A. — supimso it ought to. 

The President. Q. — ^Is there any definition of ‘station premises’ or 
‘goods yard’? 

A.— No. 

Dr. Jlyder. Q. — ^Is there no definition of ‘station iiremisos’ in tho 
Railway Act? 

A.— No. 

Sir Percy Thompson. Q.—Could you give us a definition? 

A.— I could not give it straight off. There used to be a definition in 
the United Provinces Municijial Act, which excluded certain buildings 
definitely. 

The President. Q. — ^5Xay I take it that the platform area is distinctly 
' to be included? 

A. — I am not quite certain, I suppose you should take into considera- 
tion the platform area, the station building, and the goods-shed, if you are 
to take as tho basis tho buildings used for local traffic. 
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Q. — What about the motor tanks, engine sheds, workshops, etc.? Then 
there are also hospitals, dispensaries, ■‘schools, etc. 

A. — ^Most municipalities exempt buildings like dispensaries and schools. 

Sir Percy Thompson. Q. — It ■n'ould be better to have a statutory exemp- 
tion. 

A. — Yes. 

The President. Q. — ^You exclude ‘hospitals, dispensaries, schools, un- 
covered lands, lands taken up for track, sorting and marshalling yards, 
sidings outside station limits, etc.’ You have station land, goods j'ard, ' 
goods-shed, machine sheds and -workshops. 

A. — do not think you can exclude workshops. 

Q. — ^You don’t want to exclude engine sheds? 

A. — am rather doubtful. 

Q. — One of the things about which there is a lot of trouble is water 
tanks. You say ‘Buildings’ include houses and any other structure whether 
masonry or of any other sort? 

A. — ^Yes. 

Q.-^Really you would accept the taxation of anything in the shape 
of building, but not the lands? 

A. — Yes. I would not include marshalling 3 'ards. I do not think they 
affect the municipality. 

Q. — Can you distinguish between a marshalling yard and a goods yard? 

A. — Yes, certainly. A marshalling j-ard is where the trains are made 
up; where -through traffic is sorted out and rearranged. 

Q. — Everything in the station limits excepting marshalling yards and 
permanent way, you would have? 

A. — ^Yes. 

Q. — That simplifies matters considerably. 

A . — 1 think so. 

Sir Percy Thompson. Q. — ^You would not like the English system here? 

A. — No. It has never been suggested here; committees who have 
reported on the matter have condemned it; and I do not know how it could 
be worked. 

The President. Q. — ^You do not recommend special legislation? 

A. — thhrk it is desirable that we have either special legislation or 
a special order laying do-am some general principles and not leave it to 
the individual commissioners to settle individual cases on no uniform basis. 

Q. — ^And if you recommend a special Act, you recommend a similar one 
also for Government lands and other public utility bodies, such as port 
trusts, etc., in reference to which the law is equally vague? 

A. — ^Yes; I think it is necessary. 

Sir Percy Thompson. Q. — ^If you refer to the Government of India 
memorandum about terminal taxes dated 6 th July where the iminciples 
are laid down for the guidance of Local Governments, jmu will find the 
more important of these principles are that the terminal tax should not 
necessarily be looked upon as a step towards an increasing degree of 
direct taxation, but may be introduced merely in order to replace octroi, 
provided that -the receipts from the terminal tax do not materially exceed 
those from the octi-oi which it supersedes. Are not the words “towards 
an increasing degree of direct taxation” a mistake for “towards an in- 
creasing degree of indirect taxation”? 

A. — ^No. The phrase is quite correct, but in order to understand the 
meaning it is necessary to explain in some detail the historj' of the intro- 
duction of the terminal tax. The proposals for the introduction of a 
terminal tax were made by Local Govei’uments, more particularly by the 
United Provinces Government, as a means of getting rid of all the evils 
of octroi. The Government of India and the Secretary of State had 
opposed terminal taxes on principle, and when pressed to agree to the 
introduction of -terminal taxes as a lesser evil than octroi, their first 
decisions were that the terminal tax might bo introduced merely as a 



kind of half-way house in the transition from indirect taxation as repre- 
sented by octroi to direct taxation. The United Provinces Committee had 
recommended the abolition of octroi in all municipalities in the provinces, 
and in the majority of cases had proposed that it should be replaced by 
direct taxation, but in the larger towns and main centres of trade where 
the receipts from octroi formed a much greater proportion of the total 
municipal income, they had anticipated that it would be difficult, if not 
impossible, to obtain immediatelj' the whofe of the receipts they had derived 
from octroi from direct taxation, and they therefore, in regard to those 
particular places, proposed that thej’ should be allowed to derive at least 
a certain amount of the income then derived from octroi from a terminal 
tax; the higher authorities had laid down originally that this might be 
permitted merely as a transitory arrangement to pave the way fina% for 
the introduction of more direct taxation until the whole of the receipts 
could be obtained .finally from direct taxation. The Local Governments, 
however, of the provinces whore octroi was in force, anticipated that the 
municipalities would strongly object to any such proposal, that is, to 
introduce terminal taxes merely as a temporary measure with a view to 
the ultimate replacement of octi'oi bj' direct taxation. In this principle 
referred to, the Government of India gave up their original position and 
agreed that terminal taxes “should not necessarilj’^ be looked upon as a step 
towai-ds an increasing degree of direct taxation, but might be inti-oduced 
merely in order to replace octroi, provided that the receipts from the 
terminal tax did not materially exceed those from the octroi which -it 
superseded”; that is, there was no obligation on the part of municipalities 
where a terminal tax was introduced in jilace of octroi to ultimately get rid 
of terminal taxes by direct taxation. 

The President. Q. — The point in your memorandum is that there should 
be a controlling authority over the schedules of terminal taxes. 

A. — Yes. The Government of India first laid down a principle that 
the terminal tax should be only introduced in replacement of the octroi 
and it should not be allowed tmder any other circumstances whatsoever. 
But this principle is not strictly enforced now. 

Q. — Would you adhere to that principle now and say that no more 
terminal taxes should be levied? 

A. — ^Yes, except in replacement of octpi now in e.xistence and to 
produce an income not greater than the existing income from octroi. 

Q. — ^The terminal tax has been introduced in many places since the 
Reforms, and it would be unfair to refuse it now to the other towns. 

A. — ^Yes. But if you look at the United Provinces Report you will 
find that out of some 70 or 80 municipalities where octroi was in force, 
in 40 or 50 octroi was replaced by direct taxation and only the remainder 
were allowed to replace it, either wholly or in j^ar-t, by terminal taxes. 
There was the same unfairness then. 

Q. — ^You say they have begun to go back? 

A.— Yes. 

Q. — Assuming that the terminal taxes exist and you think that there 
should be an independent authority to fix the rates, etc., whom would 
3 mu have as controlling authoritj’? 

A. — ^It should be the Government of India as before. 

Q. — ^Regarding the increased rates, the railwaj' authorities insist that 
thej’^ should be consulted, and I suppose thej' are certainly right. Would 
it be satisfactory if the final decision vested with the ProAdncial Government? , 

A. — No. It never used to vest with the Provincial Government before. 

Q. — Would there not be a strong opposition now to go back again to 
the Government of Itrdia? 

A. — ^Yes, but that cannot be holiiod. Otherwise there will be no 
control. 

Dr. Hrjder. Q. — ^You know there is a ver,y big industrj' in Moradabad. 
Su 2 )posing the municipalitj' wanted to realise the revenue from this manu- 
facture, and they thought instead of going to every blacksmith, " 'it is 
easier to realise the revenue from the raw material imiiorted through 
terminal tax. 
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A. — do not know if there is a teruiinal tax there. The rat&s are 
extraordinarily high not only on industries in towns but on everjdihing 
else. If they tax these raw materials, I should think they are doing a 
wrong thing because it will do considerable damage to the local industrJ^ 
The trade will cei’tainlj’- suffer. 

Q.— But there is the presumption that the trade has established itself. 

A. — should think it- is a dangerous policy for the trade. 

Sir Percy Thompson. Q. — ^Practically your recommendation is that wo 
should return to the pre-Reform days.? 

A.— Yes. 

Q. — ^You cannot see anj' half-way house.? 

A.— No. 

Q. — ^Would it he practicable to draw up a model schedule for terminal 
tax which would follow j'our railway schedules and impose a limitation 
on articles which may he taxed and rates which may be imposed? 

A. — The classification can be done by following the railway tariff. 
But it is extraordinari]3’ difficult to lay down any rates. 

Q. — ^Is it difficult to laj' down the maximum rates? 

A. — ^Yes, T should saj’ it is verj' difficult. 

Q.-Wliy? . . 

A. — ^Because after all, these terminal taxes are in practice looked upon 
as something in addition to the railway freight. The railway freights vary 
according to the distances the traffic is carried. Therefore, the rates 
by adding a few pies to the existing ones might kill the trade in a place 
like Cawnpore. which is a large distributing centre and a centre of whole- 
sale trade, which works on a .small margin of profit per ton as compared 
with the retail trade. On the other hand, a larger rate in a place like Agra 
may make no difference at all where the rate is on goods consumed 
within the municipal limits. It all depends on different centres. Cawnpore 
is a big distributing centre and ever.v small increase in the rates has to 
bo scrutinised to see that it does not affect the trade. 

The President. Q. — ^^Vould it not be practicable to impose a maximum 
rate in any municipality? 

A. — ^If you are going to prescribe a maximum rate, it must he a 
low one to suit the big centres of trade; otherwise the trade will be 
killed; while such a low maximum rate, necessary for the protection of the 
big trading centres, will bring in no appreciable income in towns which have 
no such trade where the imports are mainlj- of articles to be consumed 
within municipal limits and in neighbouring areas. 

Q. — ^The big centres will not use the maximum rate. 

A. — ^^Vhy? There will be nothing to prevent them. 

Q. — ^Because it will kill the trade. 

A. — ^But that is w'hat they have done and what they did do with the octroi 
rates. The octroi rates drove trades out of several towns. 

Q. — ^You think’ that no maximum is better than' a comparativelj" high 
maximum ? 

A. — ^I cannot saj' that, but I .sa.v it is vei-y difficult to fix any maximum 
rates that would be suitable for all municipalities. 

Sir Percy Thompson. Q. — ^You mean that the maximum -will have to 
be such that it will not absolutely kill the trade? 

A. — ^Yes. Then you will have to consider many other points relating 
to individual trades. For instance, they may be small places. 

The President. Q. — ^Would it not be best to levy the tax only on 
the exijoi'ts in ceitain cases? 

A. — ^It might be worse than the other. 

Q. — ^Take the instance of cotton that comes into a town where there 
is a ginning factor.y. In such a case, would it not '-be better to levj'^ a 
tax on the cotton that leaves the factoi'y? 

■ • A. — ^Yes, but I do not believe in taxing the raw material. It would 
be far better to tax the trade directly. 
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Q, — ^W^ith reference to the notification of the tolls 'levied in connection 
with the terminal tax, do yon agree to that? 

A. — If you refer to the Nagina proposals, _ I do not agree with them at 
all. These proposals mean the reintroduction of octroi under another 
name so far as relates to traffic coming in by road. Under the terminal 
system in force in Cawnporo and the system which it was originally pro- 
posed to apply ■ to other municipalities in the United Provinces, the 
terminal tax on goods arriving by rail was counterbalanced by a terminal 
toll on goods arriving by road, but this terminal toll was not levied 
at differential rates according to weight or amount or class of articles 
imported by road; it was simiily a tax on carts. A fixed rate was charged 
for every one-bullock cart, and another rate for two-bullock cart and 
another rate for a four-bullock cart irrespective of the amount or charac- 
ter of the contents of the carts. Tliero was only one .slight variation in 
the general rule that no distinction was to bo made in the amount of 
toll owing to any difference in the nature or quantity of the contents 
of the carts, and this was that certain kinds of imports of very low value 
such as earth, ballast, grass, etc., were charged a lower rate of toll. 
The system was very easy to work and rod\iced to a minimum the in- 
conveniences to trade or possibilities of ijcculation. I have soon a hundred 
carts pass through a terminal toll bar in Cawnporo in a few 
minutes. One carter would come rip and ask for a hundred tickets for 
two bullock-carts; the charge being 8 annas per cart, he paid 50 rupees, 
and all that the toll clerk had to do was to see- that not more than 100 
carts went through. It was only when a man claimed that the goods he 
was carrying in his cart consisted of grass, earth, or any of the other 
few articles entitled to go through at the lower rate, that the contents 
were looked at. But in the Nagina case, while they propose to have a 
general rate and this lower rate for the few low priced commodities referred 
to, for a largo number of articles they propose to levy as a toll the same 
amount of tax as would bo collected if the goods camo in by rail, and 
this T consider to bo merely a reintroduction of octroi under another 
name — an octroi without refunds. It will have all the evils of octroi 
as it will moan stoj)ping of all carls, the examination of the contents of 
all carts, the weighing of those contents, and it was this kind of evil in 
connection Avith octroi which it was sought to abolish when it was pro- 
posed to replace it by terminal taxes and terminal tolls. 

Q. — Can you tell us ansffhing about the terminal tax in Karachi? 

A. — I do not knoAv much about it. T think it is a A-cry ancient tax 
there. 

Q. — ^HaAm you any views on the toAvn duty on cotton in Bombay? 

A. — ^Yes. The railways liaA'e made a strong protest in the matter. 
They haA^e said there is no objection to getting oAit of a terminal tax the 
same amount of net income deriA'cd at present from the toAvn duty, but 
' if the Corporation are going to take 20 or 40 lakhs more out of the 
terminal tax out of it, the raihvay traffic is bound to be reduced. It is 
of little Aise attempting to cut doAvn railAvay freights or harbour diies 
to attract trade to a port, if the local Corporation put on terminal taxes 
on goods coming to the port. 

Q. — ^Do you think it is legitimate that a toAA’n like. Bombaj' should tax 
manganese AA’hich is going through that toAvn? 

A. — I think it would be starting bn a path that Avould ultmAately lead 
to the destruction of the trade. 

Q. — The justification for octroi is that it is a tax on the consumption 
of the toA\Ti ? 

A. — ^Yes. 

Q. — ^In the case of manganese going through Bomba 5 -, it is purely a 
transit duty and contrary to CAmry principle? 

A. — ^Yes. 

Q- — ^You knoAv the toA\m duty on cotton, which is apparently 50 per 
cent of the export? 

-A-. — I do not know that. The railways always objected to this terminal 
It hampers the raihvaj's tremendously in fixing the rates. "Wo 
consider that terminal taxation generally is merely a method of abstract- 
ang a certain amount of railway revenues for local purposes. 
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Q. — Yon liavo not got very definite siiggo&tions liow to try and clieck 
this teiulency? 

A. — M5’ view is that you should go back to the original principle 
laid don-Ji when the first terminal tax was sanctioned and insist that 
the amount raised by levying the terminal tax should not exceed what was 
raised through octroi. 

Sir Percy Thompson. Q. — ^ilre there aiij' political difficulties there? 

A. — ^Yes, there are always such difficulties. It means changing the 
constitutional rules. But I do not think -there is any other Avay. The 
only method that the Central GoAmrnment have got at present of inter- 
fering is through the raihvaj’s. But if the railways Avere to xirotest and 
I'efuse to collect the tax, the municipalities AA'ould siniplj" put a toll bar out- 
side the railAvay stations and collect the tax on goods as they pass out 
by examining and Aveighing the goods as they used to do in collecting 
octroi. 

Q. — ^lYould there be any difficulty in baA'ing all these schedules revised 
under the control of a committee on AA'hich the provinces are represented 
and also the Eailw.ay Board? 

A. — 1 do not think you will get much out of it. 

' ]Jr.' Ilyder, Q. — Would you i-efer the question of the rates of terminal 
taxes to the- proposed Rates-Tribunah AAdio are intended to safeguard the 
interests of trade? I think if your Railway Board is represented on the 
Rates-Tribunal Committee, they might take a broader vieAv of tlie case; 
is it not? 

A. — That also Avould mean a change in the laAv. 

. The President. Q. — Actually under the XArcsent arrangement the rail- 
Avays are required to bo consulted in CA^ery case; is it not? 

A. — Yes. 

Q. — ^You have been a Secretary to a Local Government in the Local 
Self-Government Department. Do you think it desirable to allow them 
to frame Acts as they do noAv alloAving the local body to impose any tax 
tliat is admissible under the Scheduled Taxes Rules? There is great 
difference betAveon the Madras Act AA-liich has got quite a number of ela- 
borate schedules and the Punjab and the Central Provinces Acts. In 
the latter provinces thej^ simply haA’-e one section by AA’hich any local bodj' 
can impose any tax. 

A. — ^Tho position in the United Provinces, as far as I remember, is 
that no muuicipalit3' could imjjose a tax for the first time AA’ithout the 
concurrence of the Local Government or of the representative of the 
Government, the Commissioner of the Division, but no sxich sanction was 
required for the A’ariatioii of .the rate of tax. The rules regulating 
assessment and collection of the tax had to be approved of by the 
Commissioner, but the Local GoA’ornment had xu’exjared model rules, and 
in XAi’actice an^^ municipal board could make auA’ rules in conformity 
AAuth those model rules, and all that the Local GoA^ernment considered 
Avere xjroposals for Amriations from those model rules. Thej- had to look 
at auA' such Amriations mainlj^ in order to decide Avhether thej' AA’ere legal, 
and as a result of such references, the model rules Avere being continuously 
altered, and in manj' cases where different .systems had been devised as 
being suitable to different municix)alities, the Government drcAV ux> alter- 
jiatiAm sots of model rules AA'hich might be adoxited Ijy the municixAalities. 

' Q. — The Madras xn'actice is to embody the model rules in the schedule 

itself. 

A. — ^The United Provinces practice is different. The latest Afunicixial 
Act and its schedules embody only sAxcli provisions of old .rules and regula- 
tions AA'hich have been found by x^i'-'^ctice in the past to be generall.v 
suitable and to AA'ork satisfactorily in all municipalities. Those general 
Xn'ovisions of the Act or schedules are suxjplementcd bj- rules or bj'-laAA’s 
made by or for individual municixxalities and it is for these latter cases 
that the ‘model’ rules are fi’amed, 

Q. — Do you think it desir.ible to make it compulsoi'A' to impose certain 
taxes? 

A. — ^You me.an direct taxation? 

Ylf— 76 
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Q . — It slioulcl not leave eonipleto option to llio local body? 

— J do not know that. Personally I would like to see direct taxation 
cveiWAvhere, in every local body, but I doubt very luucli if it is a practi- 
cable measure in the Nortli of India. The only way in rvliicli I think 
any compulsion could be introduced in the matter of requiring particular 
taxes to be imposed locally would be by restricting 'by law the particular 
taxes that local bodies could impose. 


Written memoranda of witnesses not examined orally. 


Written memorandum of the Board of Revenue, IVIadras. 

Q, 1 — Annexure A-II (a). — So far as this Presidency is concerned, the 
Board considers that the statistics contained in The Statistical Abstract of 
British India, which gives the quantity and va^lue of the minerals pro- 
duced are adequate. The figures in the above publication are found repeated 
in The Gommcrcial Statistics of British India. The Bccords of the Geological 
Surveij of India, volume LTV, contain statistics of production and value of 
minerals for 1920 and 1921. The returns containing these statistics are not 
submitted to the Board and it has no means of checking their accuracy. 

Q. 10. — The land revenue of the Presidency is derived from the under- 
mentioned sources : — 

(i) Peshlcash in iiernianently-seiiled estates. 

(ii) Shrotriyam jodi. r 

(iii) Proprietary estates village service. 

(iv) Ryotwari demand including water-rate. 

(v) Miscellaneous revenue. 

Though local-fund cesses are collected along with land revenue they 
must be deducted for the purpose of answering the present question. The 
total land revenue demand for fasli 1333 (1923-24) excluding cesses 

(R^. 91,86,961) and deducting remissions (Rs. 36,91,518) was Rs. 7,19,00,067 
as shown in the statement annexed. Details are given in it for important 
items under V — ^Miscellaneous revenue. 

In order to decide what items are included which do not fall within 
the definition of a tax, it is necessary to define tax. For the sake of simpli- 
city the Board will adopt Cliapman’s definition as “a compulsory conti-ibu- 
tion made to Government under stated conditions when the contribu- 
tion is not a quid pro quo for a specific service rendered”. It is obvious 
that items (i), (ii) and (iv) are tax revenues and do not call for any remarks. 
In the case of "proprietai-;^' estate village service cess”, items (iii) — ^liow- 
ever, the idea of equivalent benefit is very prominent. The cess is levied in 
order to allow of payment to village officers by Government instead of by 
proprietors, and it would appear that it is not a tax, but the point is 
by no means free from doubt. Turning to item V — Miscollancoiis revenue — ■ 
the following items are apparently not of the nature of a tax: — 

4. Enhanced watei-rato for irregular irrigation (Rs. 5,72,498) — This 
is a penalty. 

5. (b) Enhanced charge for irregular occupation of land (Rs. 22,188)—^ 
This IS a penalty. 

6. (?)) Enhanced charge on poiximbohns (Rs. .3,51,160) — This is a 

penalty. ^ 

8. Commission on estates under the Court of Wards (Rs. 85,121). 

9. Revenue from jirocess seiwice fees (Rs. 17,688). 

10. Sale-proceeds of lands sold (Rs. 6,48,161)— Sale revenue, 

13. Sale-proceeds of coir (Rs. 1,10,247) — Sale revenue, 

15. Janmabhogam (Rs. 29,776). 

19. Costs awarded in suits (Rs. 13,883). 

21. Sale of fisheries (Rs, 10,824) — Sale reveuue, 
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22. Cost of demarcation stones (lls. 15,282). 

23. Demarcation fees (Es. 8,686). 

26. Sale of trees (Es. 9,531) — Sale revenue. 

Item 15. — ‘Jaiimahhogam’ lias been included as it represents the .sliare 
due to Government as landlord and not as State, hut for the purpose of the 
present, enquiiy it should in’ohahlj’ he regarded as equivalent to land revenue. 

Sv.VTEJrENT. 

Items. Amount. 

RS. 

I. Peslikash on permanently-settled estates 50,12,575 

n. Shrotriyani jodi 7,57,078 

m. Proprietarj' estates village service 6,29,619 

IV. E.yotvari demand inchiding vatcr-rate, second crop 

charge and deducting miscellaneous revenue and 
remissions ... ... 5,49,-32,062 

V. Miscellaneous revenue (details given helov for import- 

ant item) ... 1,05,68,733 

Total "... 7,19,00,067 


Important details under item V. 

RS. 

1. Jodi and quitrent on minor inams 23,10,166 

2. IVatei'-i-ate on minor inams in ryotwari villages ... 14,92,494 

3. Charge for water in zamindari and inam villages 

inclumng tirvajasti and fa.slijasti ' 22,72,950 

4. Enhanced water-rate on lands irregularly irrigated ... 5,72,498 

5. Cliarges levied for occupation (with or without appli- 

’ cation) of assessed and unasse-ssed lands for which 

no pattas have been granted : — 

(a) Ordinary chai-ge 5,12,456 

(h) Enhanced cliax-ge 22,188 

6. Charges levied for occupation of ijoramboke land or 

land reserved for State or communal purposes: — 

(a) Ordinary charge 2,63,193 

(h) Enhanced charge 3,51,160 

7. Eevenue derived from tree pattas 4,95,072 

8. Commission on estates under the Court of Wards’ 

management 85,121 

9. Eevenue from process service and fees ... ... 17,688 

10. Sale-in-oceeds of land sold 0,48,161 

11. Eent of lankas 6,45,206 

12. Quitrent and ground rent 2,16,945 

13. vSale-procceds of Amindivi and Malabar Coir ... ... 1,10,247 

14. Shell-i)it rent 43,665 

15. Janmabhogam ... ... ... 29,776 

16. Mica revenue 24,361 

17. Back assessment 19,284 

18. Assessment on resumed inams 18,350 

19. Cost awarded in suits ... ... ... 13,883 

20. Island collections (Malabar) ... ... ... ... 13,511 

21. Sale of fisheries ... ... ... ... 10,824 

22. Cost of demarcation stones ... ... 15,282 

23. Demarcation fees ... ... 8,686 

24. Fees for prospecting minerals and quarrying fees ... 0,902 

25. Lease of Government land and land acquired for 

railwaj's ... ... ’ 9,802 

26. Sale of trees 

27. Assessment on backyards ... ... ... ... ... 7,170 

Q. 11. — This question refers to the items of non-tax revenues similar 
to those mentioned in Q. 10 included under revenue Jieads other than laud 
revenue, such as ‘Forest,’ ‘Excise,’ ‘Eegistralion,’ ‘Agriculture,’ ‘Fishery.’ 
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'ilie items sliowii in tlic Ainioxiire apiiear to ansAver the descrlpiioii of iiio 
items eontemplatecl in iliis question. To these may bo added the items 
mentioned in B.S.O. No. 18, paragraphs 4. (2) to (5) as also revenue clemmed 
from trees in the beds of tanks and trees jn the bunds ol irrigation sources, 
except those for AA-hicli the Public '^VorKs llepartincnt maintains a staff of 
watchmen. All these items are credited to 'h’orests’ and the excepted item 
to Public Works .Department. 


Annexure. 

XIX. B. Police — Pound Fund Beccipt.s — 

(i) Fines on stray cattle, 

(ii) Foes for feeding impounded cattle, 

(iii) Sale of forfeited or impounded cattle, and 

(iv) Sundry receipts such as sale-proceeds of manure, old materials, 

trees, etc. 

Q. 15. — Adequacy of loater charge. — In the case of lands classed as aa'cI 
it is not easy to separate the ivater charge from the land revonuc. 'This 
is, lioAvever, uoav done by taking a xirescribed percentage of the land revenue 
assessment as a share duo to irrigation. Adding to this tlic rei'eniie from 
the Avater charge on drj' lands, the total irrigation reA'euuo amounted to 
272.3 lakhs in fasli 1333. The rcA'cnuc under AA'orks for Avhich capital and 
reA'enue accounts are kejit ivas Rs. 191.2 lakhs and the revenue under other 
AA-orks Rs. 81.1 lakhs. The question AA'hetlicr the charge for AA'ater is ade- 
quate depends entirely on Avhether all legitiuAatc charges (including deprecia- 
tion charges) are made against the Avorks by Public Works Departjnent, 
and the Board cannot delinitelj’ say AA-hether the charge for Avater under 
these AVorks is adequate. No provisioAA appears to be made for depreciation 
of AA’orks and the debit on account of collection charges is only 5 per cent of 
the gross collections. It is perhaps ])ertinent to note that the cost of 
district administration excluding village establishments in fa.sli 1333 AA-as 13.16 
per cent of the total land rcA^enue and cesses collected, and including 
village establishment 26.46 per cent. The c.stablishment charged to land 
revenue does, hoAA’evcr, perform multifarious duties of AA'hich the collection 
of laAid revenue is oiaIv one. Even if the percentage alloAA'ed for colloction is 
adequate and the omission to piuAude for depreciation does not seriously 
Autiate the figures, it aa-ouUI appear that the charge for AA’ater under tni- 
prodtictive AA'orks at least is not adequate, even if the charge tinder 2 )roductivo 
Avorks is adequate. 

As regards Avorks for AA-hich capital and revenue accounts are not kept, 
the enclosed statement sIioaa’s the outlay incurred, the gross irrigation rcA'cnue 
and the .share collected Avith land revenue during the last ten j’oars. The 
major portion of the outlay is, strictly speakiitg, maintenance or reiiair char- 
ges, and only a small imrtion represents caitital outlay. It is uoav quite im- 
possible to say Avhat the capital outlay on these AA orks Avas. .In the absence of 
regular accounts maintained on correct iirinciples by AA'liicli interest on capi- 
tal, depreciation on AVorks and plant, inaiutenancc, and cost of Public Works 
Department and RcA'cnue establishments engaged in maintenance and suiicr- 
Ausion of Avorks and collection of rcAmnuc and included in the accounts, it 
is iuApossible to say AA'hether the charge for AA'atcr is adcqAAate. Further, 
the question is largely an academic one, as the major portion of the irriga- 
tion revenue deriAmd from these AA'orks (77.2 lakhs out of 92.8 lakhs on the 
average) is consolidated Avith the Avet assessment and is collected Avith it. 
As already pointed out above, the Avet asse.ssment fixed at settlement has no 
specific relation to the value of AA-ater and at resettlements the chief con- 
sideration guiding enhancement of rates is rise in prices and not the question 
of obtaining a higher return for Avater siAiAplied to Avet lands. 

Principle on ichich n:utcr charge is fixed. — ^If ‘principle’ is distinguished 
from ‘inethod’ as it .should be, then, in the Board’s opinion the only discern- 
ible principle adopted is to charge the laud irrespective of the eroj) groAAm or 
the quantity of AA’atcr taken aiAd irrcsijccth'e of the additional auaIuo giA'cn 
to a crop liy irrigation. The AA’et asse.ssmont is fixed at settlements and 
raised at resettlements regardle.ss of the c6,st iJicurred by Government in 
bringing the AA’ater on to the land. 

WhcAhcr to charge hare cost or commcrcird profit . — As to .queries 1 and 2 
in the question, the Board submits that the I’cfeA’once is ap^iafently to ncAV 
AA’orks lor AA’hich cajiital and rcA'cnuc accounts AA’ill be kept. The 'Boavd is" 
not sure that the accounts are kept' by the Department of Public Works ' 
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oil recogiiiViOd coiiuiicrcial lines and it is not certain ivliat items ivoiild bo 
included under the term ‘bare cost’. The Board cannot therefore hazard 
any opinion as to which of the two courses would ho preferable in the case 
of these works. 


Enct.osuhe 


Tear. 

(1) 

Outlay 

inenrred. 

(2) 

Gross irriga- 
tion revenue. 

C3) 

Share 
eolleoled 
with land 
revenue on 
wet lands. 

(4) 

Feroentage 
of oolumu 2 
to column 3. 

(5) 

1914-15 

Its. 

28,77,181 

25,25,767 

IIS. 

91,53,436 

ns. 

71,34,065 

31-1 

1915-16 

98,20,570 

9l,57t003 

75,71,868 

25-7 

1916-17 

24,35,469 

76,29,222 

20'6 

1917-18 

28,61,562 

95,76,747 

76,98,806 

29-7 

1918-19 

29,23,918 

76,92,072 

73,06,898 

380 

1919-90 

28,47,901 

99,20,929 

80,98,449 

■ 28-7 

1920-21 

29,64,885 

96,73,716 

79,15,410 

3()-9 

1921-22 

32,85,210 

98,48,426 

81,12,667 

33-3 

1922-2.1 

28,44,181 

99,51,292 

80,92,720 

28-5 

1923-24 

32,25,867 

81,09,961 

76,61,263 

39-7 

Average . . 

28,78,193 

92,80,414 

77,21,339 
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Q. 17. — ^I'he question apparently has reference to the proposals in Q. 16 
immediately preceding for claiming a share in the enhanced capital value 
of land resulting from the constimctiou of an irrigation work. So far as 
the landholder and his tenant are concerned, the former can, under section 
30 (ii) of tlie Madras Estates Land Act, enhance rent for improvements 
effected bj- him, and the iirovision of irrigation facilities is regarded as an 
imiirovcmcnt. This, however, is hardlj' in tlie nature of a hettermont tax 
since the enhancement follows the increase in the iiroductivc powers of the 
laud rather than the increase in the value of the land. The iJadras Estates 
Laud -Act in fact contains no provision bj' which any charge for betterment 
can' be made. 

Q. 99.— The Board presumes that what the Conuuittce mean is that as 
- the settlements of the several districts are based inter alia on in-ices of 
foodgrains for different periods and as prices tend to rise, the tendency 
being 23articnlarl,v marked in more recent years, tlie incidence of assessments 
in the several districts is not uniform and that there is in consecpieiice a 
certain amount of inecjnality. land resettled recently being more highly 
assessed ceteris imrihus than land re.settlcd some years ago. Such inequality 
would no doubt exist if at every settlement and resettlement the State 
enforced its right to one-half of the net produce and fixed the assessment 
accordingly. In ijractice, however, the assessments fixed at the Initial sCtllc- 
inonts were less than the money value, at the commutation jn-ice, of oiic-half 
of the net produce. The increase in assessment made at resettlements re- 
presents only a fraction of the percentage increase in prices whicli took 
place during the currency of the previous settlements. There is thus not 
much inequality, apart from the inequality resulting from varying condi- 
tions, in the rates of assessment fi.xed at tlie resettlements of the sc\mx-al 
districts. The enclosed statement, Avliich compares the rates of assessment 
on a few tarams taken at random in some of the recently i-e.sottled districts 
with those fixed in some districts resettled earlier, shows that there is 
little, if any, foundation for the underlying suggestion in the question, so 
far as wet lands are concerned, that i-ecent resettlements have imposed a 
niore severe burden than previous resettlements because of the rise in prices 
in recent years. Tt might he argued that as regards dry lands the most 
recent resettlement docs show this tendency but difference in district condi- ' 
tions has to be taken into account and the Board does not consider that any 
definite inference can he drawn. Under the orders recently issued the en- 
hancement of the rates of assessment, wliere it is proposed on tlio hasf.s of a 
rise of prices only, will not in future resettlements exceed 183 per cent. Tlio 
inequality referred to in the qne.sUon is. in the Boai’d’s oi)inion more 
imaginary than real. ' ’ 
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SrAxrMEKT. 


Taraui. 

lleoenlly resettled 

districts. j 

Districts resettled 
ten vearsago. 

1 

Districts resettled 
15-20 j’catB ago. 

t 

' c: 

, o 

South Aroot 
(Non-Colc- 
roon). 

; ^ 

£ 

^ 1 

i 

'w' 
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-4-J* 

o 

p 
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o 

1 

i 

o 

s 

a 
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PU 

Cl 

1 'tb 

j .S 

1 S 

Coimbatoio. 

- 
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RS. A. 

ns. A. 

ns. A. 

[ ns. A, 1 

1 ns. A. 

ns. A. 



TVet—liaU per acre. 



, 

3 « • « * « « 

8 2 

1 8 6 

7 12 

8 12 

1 8 12 

7 4 

! 9 4 

4 

6 14 

7 2 

7 2 

8 2 

! 8 2 

5 12 
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5 

5 10 

1 C 15 

6 4 

7 8 

! 7 8 

1 10 

1 5 12 
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3 

1 8 

2 13 

■ 2 13 

2 0 

i 1 ^ 

: 2 4 

; 1 6 

4 

1 1 2 

2 I 

■ 2 8 

1 0 

1 (1 

; 1 10 

1 r 2 

5 

, {) 14 

1 

1 11 

' 2 4 

1 1 

I 0 12 
i 

j- 1 4 

1 

. 0 13 

i 

1 


Note. — 'I' he mle.s entered under 'J’ricliinopoly are tliosc sanctioneil for (he resettle* 
inent which is now being introduced. 


Q. 105. — In adclitiou to the royalty or the altcrnativo dead rent, a sur- 
face rent asse.sscd with reference to the rate lixcd or which" may ho lixed for 
the land subject to a inaxiimnn of one rupee and a mininnnn of -1 annas per 
aero is being levied. 1’he Board considers that any further taxation is iin- 
nece.?bary in the jjrc.sent undeveloped .slate of the mining indu.slr.v in this 
presidency — vide Board’s I’cniarhs in paragraph 2 of B.P. l\lis. No. 2520, dated 
2nd October 1924. 


Written memorand\un of the Railway Passengers’ Associations, 

South India, IVIadras. 

Questions 13 and 14 in the ynestiomiaire deal with conunorcial and semi- 
eonnnorcial tuiderlalcings of the GovorJiincnt including railwaj’s. Mj’ 
Cominittoo wi.sh to coniine tlioir attention to railway.s. We do not wish to 
deal witli the gonciad quc.stion if commercial undertakings should ho run 
by the Government to bring in only a return that may he necessary to meet 
the interest on capital invested, etc., or a connnei’cial return or monopoly 
profit. It may perhaps he nccc.ssar.Y to decide tlio quc.stion in each caso 
separately on its merits. We wi.sli tliorcforo to confine ourselves to j-ailways. 

'I'hc CommiUcc is of o]nnion that the clomcni of taxation appear.s in 
all cases of commercial Tindcrtakings Avhen the income from them exceeds 
the charges incurred for tlie working exiicnscs and contributions to a reserve 
fund and depreciation fund along witli a reasonable return on the capital 
involved. Anything in oxce.ss of this is a tax. in the case of Indian llail- 
ways the convention recently e.stablished is that the central reveuue.s of 
tho Government of India should get from railway earning “a contribution 
equal to 1 per coni of the capital charge in the i)cnnltimate year i^lns one- 
fifth of the surplus ])rofits in that year .... and if after 2 )a 3 'inent of 
the contribution so fixed tho amount available for transfer to railwaj' 
reserves .should exceed Bs. 3 crores should ho paid to the general revenues”. 

Mj' Committee do not regard raihvaj- service as a commercial concern 
under tho management of the Govorninoiit hut a jmhlic utilitj' service 
essential for the woll-hoing of over.v modern Slate, and one that in the 
nature of things cannot ho left entirel.v to indvato ontcrxnlso. No .depart- 
ment of modern life can thrive witliout quick means of transport. Tho 
increased revenue that accrues to a State througli increased commerce, 
industries, and the higher values that land and agricultural i^roducts come 
to obtain, arc in themselves so valuable, and in the long run so much more 
than what a direct tax on transport will fetch, that modern Slates show 
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naturally a greater anxiety to develop transport facilities than to regard 
thenr as a source of revenue. On the other hand, ve believ^e — to use the 
words of Ct. Arniitago Suiith — "Taxes on transport are uneconomic; they 
tend to raise prices, to check business, to reduce consumption; and they 
create economic friction, etc., and arc an undesirable Juethod of raising 
revenue”. 

Sly Committee also beg to point out that such a tax so far as income 
from imssongers traffic is concerned, falls heavily and inequitably upon sonio 
classes only. It is a well-known fact that the upper class ijassengers in this 
country aro' carried at -the co.st of third-class passengers. Any profits to 
the State that this class of traffic yields is a tax obtained from the poor 
“ who make a journey not in search of pleasure but under the com]oelling 
necessity of the economic conditions, to seek work beyond their village or 
district. They thus come to pay not only for the conveyance of the richer 
classes but also a tax to the State. Further, it is only a section of the 
people that use railways, and it is not right that they should be taxed in 
the general interests of the State. It must also be mentioned that rail- 
ways are popularly regarded as an agency for the exploitation of the 
people, and nothing is so unpopular as the railway charges that toixch 
their necessities. 

It is no doubt true that Prussia enjoyed till before the War a large 
income from this source. But it was never justified as legitimate, and at- 
tempts were being made all along to wipe this out by creating a separate 
railway budget. We find that in Italy and France the railway budgets are 
treated as separate and the revenue of the States is not benefited from this 
source. In the South African Union Act itself, it is provided that the rail- 
ways of the Union ".shall bo so operated that the gross receipts shall not 
bo more than sufficient to cover working expenses, reserves, and interest 
on capital. If there is a surplus it is to bo devoted either to improvement 
in facilities or I’eduction in rates”. In Switzerland too the Purchase Act 
provides "that the railway earnings shall be devoted only to railway pur- 
poses”. It is the same in Japan. The Indian Railway Committee who con- 
sidered this question in all its details has unanimously recommended as 
follows : — 

"What we propose is in outline that the railwa3’S .should have a separate 
budget of their own avd assume the responsibilities jor earning and expend- 
ing their own income. The first charge on that income, after pajdng 
working expenses, is interest on the debt incurred by the State for railwaj' 
purposes. The annual liability of the Indian Government for the interest 
is 8,700,000. Whether the railways should pay precisely this amount, 

or a larger amount, is a matter for argument. We have no wish 

to express a positive opinion, though we think there is much to be said for 
letting bj^goncs be bj'goues and fixing the pajuneut to the Government at 
the same sum that the Government has itself to find at the present time 
for _intere.st on the railway debt. The point is that the railway department ' 
subject to the general control of Government, once it has mot its liability 
to its creditors, should itself regulate the disposal of the balance free to 
devote it to new capital purposes .... or to reserves or to dissipate it 
in the form either of reduction of rates or improvement of services”. 

Forty 3'ears ago Lord Cromer said that if these profits "were left to 
fructifj’^ in the pockets of the iieojjlQ” they would be more advantageouslj’^ 
omp]o3'od than when the3^ are jmid to the State. We find much the same 
view is held by economists even to-da3'. Jagtiani says in. the book he has 
recently published : "Looking at the railway industry' of a country as a 
whole, it is doubtful if it is advisable to divert its surplus proceeds for 
general purposes. All such surpluses after paying capital charges are in tiro 
nature of a tax and a tax on transport can onl3’ be justified in extreme 
cases”. My Committee therefore is firmly of opinion that the State revenues 
•should be Irenefited to no extent directl3' from railway income. That nia3’ 
be considered a tax. We are of opinion that all extra profit should go to 
swell the reserve fund or to reduce the rates and fares and provide better 
facilities for traffic.^ We are not unaware that this would mean an immediate 
loss of something like 6 crores of rupees eveiy 3’ear to the central revenue 
and may be embarrassing to the Government. But we are prepared to accept 
alternative taxes and allow the revenue from railways to bo 'extinguished 
not immediately but in the course of a few years. We*do not forget that 
in the past the general revenues of the countiy had been meeting for 
several 3'ears the deficits on railwaA's. The Committee, hoAvever, feel that 
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the surpluses from the railways siiico 1899 along willi tlio expeuclilure wliicli 
tlio railways have incurred for non-railway purposes — not to mention of 
the incalculable indirect benefits tbrongb ibo increased trade, etc. — ^that 
railways have brought in to the Slate have more than compensated for Tlie 
Joss to the State in the past. At any rate, all .should accept the decision of 
the Indian llailway Committee that in this matter the bygones should bo 
lot to be bygones, and the Slate should not look for any ])rofils or revmnue 
from this source. 

It is our considered view that in this poor country in its undeveloped 
condition with its vast distances and varied civilization- the State must do 
ovorj’tbing to develop traffic to .stimulate the mobility of the people and to 
encourage exchange of goods. On the other hand, it looks that the time 
is not far off when the Govei-nment will have lo hoar the cost of construc- 
tion, at least partly, in order to .secure other advantages. Paris and Now 
York have, wo find already, built their underground railways at the public 
expense entrusting the working of tlio_ service to i^rivuite enterprise. The 
fact is railways have become indispensihle, and as moans of transport of 
hulk commodities of low value and of long distance traffic they cannot ho 
suporsoded ; and these are essential public services that have to ho provided 
for at any cost. Railways are more necessary than road.s and may have 
like roads to ho pi'ovided for at public cost. 

Sir lYilliam Ackworth writing on this .subject says: “It may be wo 
are on the eve of a revolution. Railwajss are as necessary as roads and 
roads have long since been recognised as ))ul)lic necessities to be provided 
mainly at i)ubiic cost. The future inay show, and not in England onlj', 
that it is necessaiy for the public pur.^o to boar at least some portion of the 
cost of providing "and maintaining our higliways of .steel, ‘ju.st a.s it docs 
now in the case of ordinary highway.s, leaving the charges made to the 
\i.sers to cover the remaining cost of provision jind inaiutenauce ; and the 
whole cost of actual carriage’.” 

lYo do not go so far. We only tirge that railways should not bo made 
a source of rovenuo to the State. Wy Committee will therefore answer the 
questions thus — 

Q. 13. — We do not think it will bo right to answer this question in 
genoi'al. Each case must ho considered separately on its own merits. 

Q. 14. — The whole of the revenue derived from railways is tax, i.e., it 
is only the amount paid to the Central Government towards mooting interest 
on debts that is not in tlio nature of tax. 

Q, GS. — A direct tax on traffic can be ju-stified only in extreme cases 
and as a temporary measure. Ordinarily it is uneconomic. 


Written memorandiun of the Chairman of the Coorg’ Planters’ 

Association. 

General . — From the 171 quo.stions, one seems to be omitted — 172. Wliat 
increased taxation will bo necessitated by the cost of this taxation enquiiy 
and bj’ the cost of many of the experiments that may he carried .out as a 
result H The reason for this enquiry .seems to be either (1) to increase the 
revenue or (2) to change the incidence of taxation. With the *first I am in 
sympathy, the second is a delusion. Among the many difficult and disputed 
quc.stions of taxation, one maxim remains forever fixed. Whatever forms 
of taxation j’ou impose, the burden will inevitably descend to the i)oorest 
classes. The only way to increase their wealth is to increase the wealth of 
India, resulting in increased demand for labour, and so to an increase in 
their real wages. 

Qs. 1 to 9. — A general enquiry into the Avealth of India Avould bo Avaste 
of time and money itntil a uniA’-ersal income-tax is instituted. 

Q. 12. — Certainly not. 

Q. 13. — In .siACcial cases like sandabA-ood or jjost offices it imist bo a 
monopoly profit. GoA^ernment .should indulge as little as possible in com- 
mercial undertakings but aa’Iiou saicIi are necessary they .should produce a 
commercial return. 

Q- 14. — It is absurd to talk of ‘taxation’ in any of these items. 

Q- 21. — Also absurd to talk of ‘A'oluntary’ faxes. All taxes arc a 
necessary hard.ship. 
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Qs. 27 and 28.— Yes. 

Q. 29. — Both. 

Q_ 30 . — There is no objection in principle to a poll tax. In practice it 
is ai^' to introduce an idea oh degradation. This n-ould not apply to a poll 
tax on cattle^ n*hich n-ould eventually increase the n-ealth of the country by 
reducing the many millions of vorthless beasts. 

Q. 31. — have not my Encyclopaedia Britannica with me. 

Qs. 33 to 35. — ^Income-tax could be 'easily increased and made universal, 
graduated if necessary as is the fashion. Any differentiation is not really 
fair, is difficult to work and liable to abuse. 

Q. 36. — ^No. 

Q. 37. — ^The objection to super-tax is that it confuses the issue and it 
is not clear to the poorer classes how high the richer classes are really being 
taxed. Graduated income-tax can secure flie same amount. 

Corporation tax is objectionable on the same grounds. Companies 
should pay income-tax on their jiet 3 ’early profits, not on dividends declared. 

Q. 38. — I see no objection to including agricultural incomes in the uni- 
versal income-tax. In this case, the land tax might be abolished, or an 
equivalent tax placed on all real propertj'. There is no equity in selecting 
land for special taxation. The theorj- that rent should be paid for land 
because owned by the Government (i.c.. the experts appointed to manage 
the conntrj') is unsound. 

Qs. 39 and 40. — Talk of 'subsistence limit’ is mere cant. There is no 
reason wh.v incomes of Rs. 500 a .vear should not jja^- Re. 1 or so in tax, 
or of Rs. *100 a j'ear, 4 annas. The lowest subsistence limit in South India 
is probably under Rs. 50 a j'ear. 

Q. 41. — More cant. All taxes can be said to be taxes on honesty. 

Q. 42. — A very useful suggestion fo’- all tax-payees, and would help 
them. 

Q. 48. — Taxation for revenue only is the golden rule. You cannot make 
people do what j'ou happen to think right b.v taxation. 

Q. 50. — No. Quite unworkable, liable to abuse and huge expense. 

Q, 52, — Salt tax is a .simple and easily collected tax, so distributed as 
to bring no real hardship. 

Q. 61. I hope not. 

Q. 63. — Heavy taxation on drink, drugs and tobacco is justified, nut 
see Q- 48. 

Q. 78. — ^To cover all imports whatsoever, and can raise to 10 per cent if 
money is wanted. 

Q. 79. — ^Yes, in the case of motor cars and all so-called ‘luxury’ taxes 
of 33J per cent. 

Q. 81. — So-called ‘scientific’ tariffs are a curse, waste of money on 
staffs, and unjust. 

Q. 82. — So far from injuring India, a heavy export duty on things 
draining her real wealth would be a blessing to her, such as bones, fish, 
oil-seeds and possibly foodstuffs, in some cases. Even if this raised the 
internal price, the producers, mainly poor men and ryots, would benefit. 

Q. 89. — Tax ability to pay. Too much litigation. 

Q. 90.— No. 

Q. 93. — ^Pay larger fees. 

Q. 96.— Answered in Q. 38. 

Qs. 98 and 99. — I doubt if Adam Smith said anything of the sort. 
Ability to pay and uncertainty could be regulated by assessment depending 
on world prices of each product averaged, say, everj’’ four years. 

Permanent settlement is a gift to the landlord (or lando'^vnor) but 
unfair to ever 3 ’bod.y else. Last two paragraphs more clap-trap, but see Q. 38. 

Q. 106. — There should be no differentiation. All taxes are, or should 
be, national and beneficial. 

Q. 111. — ^No. Tolls are an anachronism and a public 'nuisance and not 
lyorth the money. 

VJl-77 


A 
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Q. 120. — (1) I TTould adopt tliis except the provision for size of family. 
In India this is often a sign of present, and always a presage of future, 
wealth. 

Q. 134. — ^Reason. Cigarettes are becoming universal and cigars dying 

out, 

Q. 137. — Succession duties are a drain on wealth. To what extent is 
the unemployment in England due to loss of capital through these duties? 
Tliey also tend to make expenditure wasteful. Owing to family arrange- 
ments they would also be ver 3 ' difficult to carr.v out. 

Q. 147. — ^The Central Government would of course have all revenues 
from customs, o.xcise and communications (raiHvays, post offices and the 
like). Each province should collect its own income-taxes (and land taxes if 
retained) and an equal proportion from all provinces should be paid to the 
Central Government according to its needs. Minor taxes might be levied 
as required, b\’ each iirovince independently, 

Q. 148. — Like any other business concern, the surpluses should be 
arranged to cover deficits. 


Written' mem orandum of Mr. A. B. Cariapa, M.A., Snhordinate 

Jndge, Coorg. 

Q. 1. — ^Tho village officers and minor officials are the persons who esti- 
mate the crops in Coorg. Their estimates in Coorg are to a certain extent 
correct and reliable. It is necossaiy that supervising officials ought to check 
them at the time of tho harvest. 

Q. 2.— No. 

Q. 3.— Yes. 

Q. 4. — I have no suggestion to make; it nmst bo done either by legisla- 
tion or by tho experts. 

Q. 5. — T would not advocate such a procedure just now. 

Q. 6. — If possible I would advocate them undertaking of all-India 
legislation, 

Q. 7. — ^Thore is no value except for taxation. 

Q. 8. — Annexuro C is complete. 

Q. 9. — Agriculturists, traders, labourers and officials. • 

Q. 10. — Land revenue do not include revenues from sales of waste lands. 
- Q. 11.— No. 

Q. 12. — I do not consider the whole or any part of the revenue from 
forests to fall within tho definition of tax. 

Q. 13. — Commercial relation — the element of tax would not appear in 
any of tho cases. 

Q. 15.— Yes. Plan (1). 

Q. 16. — I do not think it is fair to take a portion of tho increase. 

Q. 18.— Yes. 

Q. 20. — I would xmt land revenues for the improvement of landowners 
and for the establishment charges in connection with it. 

Q. 21. — Taxes on luxury are voluntai’y. 

Q. 23.— Yes. 

Q. 24. — ^Tax on entertainments is reasonable but not on railway tickets. 

Q. 25.— No. 

Q. 27.— Yes. 

Q. 28. — ^Yes. 

Q. 29. — ^It must be direct. 

Q. 30. — ^Yes. That depends on the economic condition of the country. 

Q. 31. — ^The chowhidari tax and the professional tax can he compared to 
a - certain extent, • ■ . . • 

9,. 32.— Yes. 
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Q. S3.— No. 

Q. 34. — Yes. 

Q. 35.— Yes. 

Q, 36. No. 

Q. 38. — Yes. The iucomes of agi'iculturists should be made uniform. 

I do not think that any distinction should be drawn. 

Q. 39. — 1 am unable to make any estimate. 

Q. 40. — ^The old rule may stand. - 

Q. 41. — ^This reproadi can be removed by the growth of accountancy 
profession and by the efficient control. 

<1. 42.— Yes. 

Q. 43. — Unless public are educated, it is not possible. 

Q.- 44. — Only legislature can do them. 

Q. 45.— Yes. 

Q. 47. — Three years’ average may be taken. 

Q. 48 . — A light tax on some necessaries would not harm any one much. 
The capitalists have to bear such taxes. 

Q. 49. — ^Yes. I would recommend the duty on the articles shown in the 

list. 

Q. 50. — ^No. That is making taxation complicated and people might go 
in consuming cheaper articles which may be harmful to their health. 

Q. 51.— Yes. 

Q. 52. — I cannot think of any other tax. 

Q. 53. — ^It is neither high nor low. 

Q. 54. — It is better that the Government sell the salt directly. 

Q. 55.— Yes. 

Q. 56.— Yes. 

. Q. 57.— Yes. 

Q. 58.— No. 

Q. 59.— Yes. 

Q. 60.— No. 

Q. 61.— No. 

Q. 63- — I accept all the statements. 

Q. 64. — The policy followed in our province seems to be correct. 

Q. 65. — It is better to introduce a uniform rate. 

Q. 66. — There is no increase of illicit production. 

Q. 67. — Not necessary. 

Q. 68.— No. 

Q. 69. — Each province should adjust its own duty. 

Q. 70. — No further taxation is necessary. It serves a good beverage 
for labourers,- no change is necessary. 

Q- 71.— Yes. 

Q. 73.— Yes. 

Q. 74.— No. 

Q. 75. — ^No. It is determined on the consumption of opium. 

Q. 76. — ^It is practicable to appoint salaried persons. The revenue 
may go up. 

Q. 77.— I think smuggling is sufficiently controlled. 

Q. 87. — ^The existing taxes are sufficient. I do not propose to follow 
the example of the other countries. 

Q. 88. — Sufficient stamp duties are collected. The existing Stamp Law 
is adequate. 

Q. 89. — The idea is to discourage litigation and the existing coui-t-fees 
are reasonable. 



Q. 90. — Hobson may bo right to soino extent bnt if the Govermnont 
slionld go on there 3nu.st be taxes levied. 

Q. 91. — 1 have no infonnation about the evasion. 

Q. 92. — I cannot mention any other instance. 

Q. 93. — T consider that registration fees .should be levied to meet the 
more costs of Gie establi.shment. It must bo within the reach of all. 

Q. 9-5. — No. YeSj I ivould like to .see a more genei'al extension of 
entertainment tax. 

Q. 96. — Tax to give to Government and rent to jirivate individual. 

Q. 97.— Yes. 

Q. 98. — Except where there is a .system of permanent settlement in 
vogue, the assessments lack the element of certainty. 

Q. 99. — It is avoidable if there is permanent settlement. 

Q. 100. — No. Tlie further fractionisation of holdings would bo increased. 
Q. 101.— No. 

Q. 102. — No waste lands should bo treated differently. 

Q. 103. — A uniform of taxation is feasible. 

Q. 104. — To divide land revenue by occupied area. 

Q. 105.— No. 

Q. 106. — The measure of tlie benefits received. 

Q. 108. — T think the taxes arc snti.sfactory and I do not think that 
llioy sliould bo substituted by any other tax. 

Q. 111. — I do not consider that there i.s any juslifiealion for their general 
maintenance. 

Q. 112. — Ye.s. No, it is not pos.siblo. 

Q. 113. — Tlie amount of the laud co.ss and the rale of tax on land 
.should be limited. Yes, liecause the laiuks hero arc not cultivated on 
.scientific basis and the holdings are very small ones. 

Q. 114. — 15 per cent on the estimated capital. No comments to make. 

Q. 115. — ^Thc houses that arc let out should bo taxed but not houses 
that are actually occupied by the owner. 

Q. 116. — They are reasonable taxes. 

Q. 118.— Yes. 

Q. 119. — Taxes on businc.ss profits, capital .stock of corporations, hotels, 
mines, transactions in capital and exchange might bo recommondod. No. 

Q. 120.— 

(1) No. 

(2) Agricultural incomes .should not bo taxed. 

Monopoly, tobacco, motor cars, betel leaf and ureca-nuts can bo taxed. 

(3) Dowries are limited in India. 

(4) Agricultural incomes must be excluded. 

(5) iMarriagc duty can bo charged because in India people spend • 
money lavishly on marriages. 

(6) I do not agree with Sir Ganga Ram. 

Q. 121.— Yes. 

Q. 122.- 

(1) Yes. 

(2) Yes. 

(3) Yes. 

(4) Yes. 

(5) Yes. 

Q. 123. — ^Yos. 1 prefer all of them. 

Q. 124.— No. 

Q. 125. — Each iilace ought to be studied. 



Q, 128. — ^It is possible. 

Q. 129. — ^Yes. 

Q. 130. — ^Tlie crop ouglit to be estimated and after the drying process 
it must be controlled. 

Q. 131.— Yes. 

Q. 132. — The existing rates are reasonable. 

Q. 133. — The specific duties preferable. 

Q. 134. — attribute to the quality of the tobacco grown and tobacco 
is not cured propeily in this counti’y. There would be imports less. 

Q. 135.— Yes. Yes. 

Q. 136. — would prefer (b). 

Q. 137. — A small duty on succession and inheritance may be made on 
the actual profits made but not on the Amine of estates left. 

Q. 138. — I do not agree AAdth the suggestion made but it must be a 
general body. 

Q. 139. — I agree AAutli No. (1), not AAuth Nos. (2) and (3). 

Q. 140. — Exemptions can be made to the nearest relation to the extent 
of Es. .5,000. 

Q. 141. — 1 prefer (1). 

Q. 142^os. 

^^<5^143.- Yes. 

Q. 144. — It is practicable. 

Q. 145. — ^In Coorg the present reA’-enue authorities would be imposed the 
collection. 

Q. 146. — would put up Es. 5,000. 

Q. 147.— (3). 

Q. 148.- — That is the case in all Federal Governments and one should 
expect in India also. 

Q. 149. — Yes. There may be advantages and disadvantages. 

Q. 150. — I am unable to suggest anything otherwise. 

Q. 151.— Yes. 

Q. 152.— Yes. 

Q. 153.— No. 

Q. 154.— No. 

Q. 155.— No. 

Q. 156. — ^Yes. But there could not be many cases. No. 

Q. 157.— No. 

Q. 158. — I am not aware of any other taxes. 

Qs. 159 and 160. — Yes. 

Q. 161.— Yes. 

Q. 162. — ^I do not think that system AA'ould work well. 

Q. 163.— No. 

Q. 164.— No. 

Q. 165. — ^I agree Avitli Bastable. No. 

Q. 166.— I am unable to suggest. 

Q. 167. — ^I am not certain. 

Q. 168.— The present system of retrenchment has reduced the staff. 

Q. 169. — I am not aware. 

Q- 171.— I do not think that popular idea has extended so far. 
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Written ineinorandtim on local taxation "by Mr. F. Mohan Bao, Deputy 
Accountant-General, Post and Telegraphs, Madras. 

(JV.B . — This note icpiescnis my peisoiial views on llic sulijcot.) 

My only justilioaiioji lor inllictiiig this note on tlio Conmiitteo is 
that 1 -was an Examiner of Local Accounts for about a year and that I 
could fairly claim to have an inner knowledge of the working of local 
bodies and the scheme of local taxation oijoratire in India. Though iny 
oximrience is confined to Bengal, the conclusions arrived at will bo found 
to be of wider application. 'J’his note must bo taken as supplementing the 
information contained in my annual report regarding the working of 
local bodies in Bengal for the year 1923-24, a copy^ of which is enclo.sed 
for the Committee’s information. 

Municipal revenue is derived from three main streams: (i) Grant-in- 
aid, chiefly for sanitation, including, water-works, education, medical and 
public works, (ii) taxes and licenses, and (iii) service taxes. 

Grant-in-aid has its advantages as well as its disadvantages. ^\TiilO' 
it is apt to create a tendency in local bodies to look to Government 
to pull them through all financial difficulties, it places in the hands of 
Government a potent instrument, as in England, for insisting on a mini- 
mum standard of efficiency of the services thus bounty fed. Properly 
utilized, it has therefore a valuable place in the scheme of local taxation. 

In Bengal, the taxation revenue is derived from either a holding 
tax based on the annual valuation of the holding levied on the owner 
or a personal tax levied on the occupier of a holding according to “his 
circumstances and property.” I have indicated the salient points of differ- 
ence between the English and the Bengal methods of levying this tax 
in my annual report. ] shall leave it to the Committee to decide in 
what directions the Bengal method is capable of improvement. I would 
merely say that if the machinery inside a factory bo taken into account 
in assessing the valuation, many municipalities, which are now hard 
put to in making both their ends meet, would bo put into a comfort- 
able position. 

While in Bengal, 1 embarked on an investigation to ascertain the 
comparative fruitiulness of the two kinds of taxation in vogue there, 
viz., the personal and the holding tax. Wo could roach no definite con- 
clusion, primarily because our investigation was vitiated by one important 
defect, viz., that we had no reliable data for ascertaining the holding tax 
derivable in a municipality where the personal variety of taxation was in 
existence. There was an “annual valuation” record, no doubt, to deter- 
mine the latrine tax i)ayablo by each lioldiug, but I could not entirely 
shake off the suspicion that the holdings wore generally undervalued, the 
survey of property in these cases being generallj' in the hands of the 
Commissioners themselves. Personally, I would give my vote in favour of 
the holding variety, especially because the personal kind of taxation is 
liable to bo employed by the Commissioners as an instrument of oppres- 
sion against rate-payers, who have voted against them in the last election 
or as a means of retaining their adherents. This form of taxation does 
not find a place in the noAV Bengal Municipal Bill, but I can say from 
my experience that the Government is up against a solid wall of oppo- 
sition. 

It will be seen from my annual report that a fairly huge slice of municipal 
taxation revenue is derived from Government holdings. My experience as 
an Examiner was that municipalities liavo a general tendency to over- 
assess Government holdings. I'he law prescribes that Government hold- 
ings should be assessed in the same way as private holdings, but the 
assessment should not exceed a certain maximum amount, but it is the 
practice of nearly all the municipalities to levy the maximum taxation 
permissible under the Act. There is yet another direction in which over- 
assessment occurs. While a lower rate of taxation is levied on private 
holdings, the maximum rate is recovered from Government holdings. I 
have brought specific instance of overassessment under both the heads to 
the notice of Government. The loss to Government has been fairly large. 


*Not printed. 
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The best way to avoid this contingency of overassessinent is for Government 
to make a lump sum contribution based on what they consider to be a 
fair, assessment and thus take the work of assessment from the hands of the 
Commissiouei's. xue contribution may 'be fixed anew at the time of each 
general revision of assessment. 

In England, in theory at least, all Government holdings are exempt 
from taxation though in practice Government make a lump sum contri- 
bution in lieu of rates. This contribution, however, constitutes only a 
fragment of what would have been assessed had Government holdings bimn 
■private. In the continent too, so far as I remember, buildings occupied 
by “primary services” such as police stations, courts of justice are exempt, 
while buildings occupied by Government commercial concerns are liable to 
taxation. Following the continental practice, I consider that police stations 
and courts of justice should be exempted. 

I may state here that in Bengal only certain dangerous trades and profes- 
sions are subject to the license fax, while what are popularly called _ the 
liberal professions, lawyei's, doctors, merchants, etc., incur no liability 
asi such. 

From the brief description given above, it will appear that there is 
something very defective in the present scheme of local taxation. There 
is a ■ serious lacuna which has to be filled up if the burden of taxa- 
tion is to bo distributed fairly. At present the classes which are 
eminently fitted to shoulder the burden escape taxation altogether. To 
make my position clear, under the joint familj' system, it is the practice 
for the entire family, including grown-uj) sons, one of whom may be 
a doctor, another a lawyer and a third a merchant, all with fairly big 
annual income to live under the same roof, while only the father in 
whose name the holding may stand registered is liable to pay the hold- 
ing tax, the others make no contribution whatever. This serious hiatus 
must be closed up. All libei'al professions should be taxed. In this res- 
pect we may follow in the footsteps of the continental municipalities. Instead 
of having a rigid scale applicable to all the municipalities, Government 
have fixed several standard scales, the rate of taxes varying not only with 
the nature of the profession but also ■nnth the population of the towii in 
which such profession is exercised. 

The principle of “equality of sacrifice” is equally applicable in the 
field of local taxation. JNIy experience has been that the size and com- 
fort of a holding’ is not a measure of an individual’s prosperity. \\Tien 
once a family has taken root in a house there is a reluctance to quit 
it, even ' with the dawn of better days. In France, they have a series 
of taxes based on the number of servants engaged by an individual, num- 
ber of windows in the house, the value of the furniture inside, each supple- 
menting the defect of the other, all with an eye towards exacting from 
the individual a contribution in propoition to his capacity to pay. 

So far as I understand, there is no clear-cut demarcixtion between the 
provincial and the local fields of taxation in some of the continental coun- 
tries, e.g., France and Belgium, as in India. Income-tax is a source of 
State revenue, but for purposes of local needs additional centimes are 
levied wdthin the limits marked out by the State. I do not know whether 
there are insuperable administrative difficulties in the way of a similar 
scheme in India, but if possible I shoiild like to see a scheme built up on 
the basis of our income-tax 'returns. The local authorities will have reliable 
data, already collected by the State authorities, and the scheme has the 
merit of making all the individuals pay in -proportion to their capacity 
to pay. "We shall have to work out several details, e.g., regarding the 
collecting agency, but these ought not to present 'insuperable barriers, 
especially with the continental practice before us. The limit of exemp- 
tion will also have to be lowered when income-tax is levied for local needs. 

■ In France there is a system of poll tax requiring each individual to 
contribute a certain amount of labour towards the local needs, which is 
generally commuted to money payment. I would not advocate a poll tax 
in India in view of the intense volume -of popular opinion against it, and 
further as it is likely to place an effective weapon in the hands of the anti- 
Government party for purposes of agitation. 

■ The scheduled taxes rules provide for the imposition of a tax on domestic 
servants and on octroi duty. My opinion is that the first tax is not 
likely to be fruitful in India as it is the custom here for the poorer 
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members to foist tbomselves on to a rich relation in return for domestic 
services. I have no experience of the actual working of octroi duty, 
which plays a large part in the scheme of United Provinces local taxation, 
but generally speaking, the impediments to the free movement of goods 
should bo as few as possible. The terminal tax has many advocates. 

I am strongly of opinion that the work of general assessment should 
be removed from the hands of the Commissioners and entrusted to an 
independent agency. Any advantage accruing from local knowledge is 
seriously outweighed by considerations of favouritism and the natural 
human tendency to show reduction of taxation during the present regime. 
It is not enough that the general assessment should be conducted by a 
separate agency; all appeals against this assessment should be heard by 
an independent body. 1 shall illustrate my point by reference to a con- 
crete case. In Muktagacha in Bengal the general assessment was conducted 
by a Government Kanungo, but the Appeal Committee was formed from 
amongst the Commissioners. The result was that the revenue from rates 
after the disposal pf all the appeals was found to be less than what it 
was before the revision of assessment. Drastic cuts were made in the taxes of 
rich zamindars and what little increase was obtained from the poorer wards 
was absorbed by the huge reductions made in the assessment of the richer 
wards. 

My experience as an Examiner has been to show that there is no 
justificatioTi for the existence of several municipalities as separate enti- 
ties. It is better that thej' .should be merged in the District Board. 
Their revenue from rates is low while they have to maintain a minimum 
staff for purposes of collection, with the result that a considerable per- 
centage of revenue is swallowed in collections pure and simple and very 
little is left for the satisfaction of local needs. I launched out an investi- 
gation to ascertain the ratio of the .cost of collection to the total revenue 
from rates of each niunicipalitj' and my intention was to make out a case 
for the abolition of some of the municipalities armed with the statistics 
thus obtained. 

As regards the question of service taxes, the loan to local bodies and 
the paramount point of strengthening the hands of audit, I ^yould merely 
invite the attention of the Committee to the relevant portions of my 
annual report. There is a tendency nowadays to levy certain taxes for 
simcific purposes, o.g., educational cess, and this tendency is no doubt 
laudable. But I should like to sound a note of warning in this connec- 
tion. There is no guarantee that the all money sunk under the head 
‘education’ in the municipal budget reaches the object the expenditure is 
intended to servo. We found in Bengal that many schools continued to 
draw grants long after they have ceased to exist and many schools whicli 
were similarly led by grants had no existence except on paper, o.g., 
in Midnapore, Bogra and Eangpore. The in ochts operand! was simple. 
TWien the Government inspecting authority came to inspect the school, 
which he did after duo intimation, the individual who posed as the head- 
master of the school used to collect some of his relations and exhibit theni 
as his pupils. The Educational Inspector countersigned the grant-in-aid 
bills on the strength of his single visit. 


Written memorandum of Mr. A. Galletti, Collector of 

Ganjam, Chatrapnr (Madras). 

Q. 8 . — Taxable capacity . — I enclose copy of a study of the income per 
head and taxable capacity of a Madras village. 

Copy of letter from A. "Galletti, Esq., I.C.S., Sub-Collector and President, 
Taluk Board, Bezwada, to the President, District Board, Kistna, 
Masulipatam, dated Bezwada, 31st January 1914. 

I haA'e the honour to reply to your letter R.C. No. 1609, dated 
6th November 1913 on the subject of the Government reference whether 
power should be giA'en to the District Board to enhance the land cess in 
order to provide village roads, etc._ 

2. You liaA^e already receh'ed with this office N. Dis. No. 2460 and 
N.R.C. No. 2280 despatched on 17th December 1913 and 5th January 1914, 
accounts of meetings of taluk board electors held at Jaggayyapet in the 
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wliole division held by myself at Nnzvid on the 31st Decemboi, 1913. 

3 T instructed the tahsildars to take a vote on tvo ciuestions. At 
Nnzvid I placed a more elaborate paper of questions for consideiatio 

before the electors. , . 

4 The Nuzvid meeting ivas attended by about 100 electors besides at 

least that number of members of the public. The public ° 1 

the ivhole against the proposals. Not so the electors who toi eii 

hanceinent by a large majority. The electors had had the 

them for some time, and from the talk at the meeting and the uiittei 
ansivcrs to the questions it uas clear they had given it careiul considera- 
tion from a practical point of viev. 1 took no part in the discussion 
and neither then nor at any other time made any attempt to inlluence tne 
electors. I doubt whether most of my tahsildars and other subordinates 
are personally in favour of eubanceiuent. I think the result really lopic- 
sented the I'icws of the electors. 


5. At Kaukipad and Jaggayyapet the electors were confronted with 
the simple question. — Were they or were they not in favour of enbancc- 
nient — and they voted against by large majorities. It was a straight vote 
against enhancement if the existing administrative agency is maiiitainoa 
in its integrity. The vote at Nuzvid was not a vote for further supplies 
of money to the taluk and District Board without conditions. The electors 
made it quite clear that they were in favour of enhancement only if tliey 
were gh'en more control and smaller administrative areas were created. 
They want some at least of the monej* locally raised to be spent within 
much more restricted areas. 


G. Mauj’ were in favour of half the future local cess, which they put 
at 11 annas a rupee being spent in tbo village by a village iiaiichayat. 
Others objected that the several village funds would be too small and were 
for a firka fund. Very few were in favour of starting village funds experi- 
mentally only in a few rich villages. 


7. The village fund at 9 pies in the rupee would only amount to lls. 100 
io 200 per annum in the majority of i-evenue villages. I am quite sure 
it would not be worth while to create an elaborate machinery to administer 
such small funds. Nor can the difficultj- be got over for the present bj’ 
raising the cess to such a figure, saj', 8 annas in the rupee, as would make 
it worth while. The Goveriunent and the country are not ripe for it. If 
you got the fund you could not spend it. 10,000 doctors and 10,000 mid- 
wives and 200,000 teachers cannot be luanufactured in a day, or a year 
or even 10 years ; nor engineers enough to make hundreds of thousands of 
miles of roads. The iireseut District Controlling and Audit establishment 
would have to be doubled or trebled to deal with the 40,000 budgets of 
40,000 paiichayats. I am finding it difficult and laborious to start half 
a dozen forest j)anchayats. I could not contemplate without grave mis- 
givings tho prospect of receiving orders to organise and thereafter control 
local cess panchayats in the 600 villages of my division. 


8, The firka proposal is a more practical suggestion, and I think it 
might be submitted to Government for consideration if you substitute elec- 
toral circle for firka. The machinery for the election of a circle panchayat 
o.xists and would not have to be created. The member elected to tho 
taluk board woidd be ex-officio chairman of the panchayat and four other 
members could be elected at the same elections or co-opted by him. I 
would hand them oyer enhanced ces,s at 6 pies to be spent on village roads, 
the circle I irould also liand over all the eleiueniary 
schools and the whole allotment for thorn. I think schools and village 
roads could be mucli better managed with a smaller area of administration 
than that of the present taluk board, which is enormous. Each of inv 
nine circles would have a fund from Ife. 10,000 to 20,000 to administer 
Each ciicle panchaj-at would have to have an establishment, but its busi- 
ness ^ould not he much more extensive than that of the union pauchawfcs 
and I think one clerk on Rs. 20 and two peons on Rs 8 should r 

would he any more difficulty in dealing with tho 
lural circl^ than there is now in dealing with the unions. Almost the 
same audit and other rules would be aunlied to the cireUo 77 

to make increased taxation go down: and would soon lenit 
and against little opposition, to further iSases of taAtin?, 
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less scni])lc al)o\\i inxing tlie iieoplc high if it ictils tlio iiucessity for it 
thiiu the Govennueiit ofiicials. The Kondapalli Union panchayat insisted 
recoiitly on raising the house tax to inaxinnnn rates against my -wishes, 
and overruled me by a rxnaninious vote. 

9. The system -(vliich I have shctched of unions and rural circles -ivorhing 
side by side in the taluk board area under supervision is more or less 
the English and Prussian system. Pural and urban disti-ict councils -work- 
in the county council areas in England, and the system does not prevent 
tlie eventual formation of village panchayats with very limited functions 
(parish councils in England). The .system most people at the Nuzvid meet- 
ing were in favour of, of universal village panchayats with vei-j' ex-tensive 
functions and without intermediate local authorities for groups of villages, 
is more or less the French and Italian sy.stem and nearest to the French. 

10. Jn Franco there are 36,000 village councils managing the local 
affairs of each village with nominally very e.xtcnsivc powei-s under most 
strict and searching bTircaxicratic control. But their annual income amounts 
fo the enormous sum of 1,000 million francs or 60 crorcs of rupees or 
£40,000,(300 sterling a year, an average of over £1.000 sterling per annum 
per panchayat. You cannot have .such a .sy.stem with an average of £10 
per annum. 

11. Italy is parcelled out into 8,000 local fund administrative tinit.s > 
working under District Boards and under the Collectors and their axidit 
establishments. Some of these units are small rural villages comparable to 
our rex-enuc A'illages; and I will attempt a small comjjarison, not •because 

1 am in favour of introducing the system here at the jxresent time, but 
xnorely to illustrate the jxoint that it is desirable to provide inducements 
for further taxation and that further taxation of the land is quite feasible 
m my division. 

12. Konatalapalli is a typical njdand village in a backward portion of 

llij' division. It has a population of 1,300 and an area of 2,700 acres, of 
which 2,500 arc compiiscd in holdings. It grows millet on about 1,000 
acres, cotton on about 400, pulses on 200 or 300. There are also a few paddy 
fields. Castor-oil and chillies arc grown on small areas. Tliere are some 
fr.uit and liquor trees. The population comprises besides the agriculturists 
only the usual village artizams, a feu- weavers and a few persons connected^ 
with the liquor trade. ' * 

13. Torre San Patrizio ts a typical upland village in a backward por- 
tion of Italy. It has the same population as Konatalaxmlli — 1,300. The area 
comprised in holdings is somewhat loss — ^2,000 acres against 2,500. Jt grows 
maize and wheat. Konatalapalli eats millet and sells its cotton. Torre 
San Pati’izio eats its inaizo and sells its wheat. Ivonatalapalli has its oil- 
seeds,- Torre San Patrizio its oil-fruit on the olive trees. Ivonatalapalli lias 
tt few liquor trees, but not many; Torre San Patrizio lias a few liquor 
shrubs (vines), but not many. Pulses are grown ns secondary crojis in both 
villages. The population of Torre San Patrizio is all agricultural. There 
are the usual village artizans. There are no rich projiriotons. There are 
not even weavers as a class apart, but in a few ryots’ houses the women 
work at the loom in the winter. The people of Torre San Patrizio are 
vegetarians, not from choice but from necessity. They cannot afford to 
eat meat, nor even eggs. Tliey sell their eggs and their fowls. They can- 
not afford to eat wheat bread, but eat maize pori'idgc and maize bread, 
vegetables and fruit and what the cow produces. 

14. The soil of Konatalapalli is black regar clay, which grows good 
crops of millet and cotton. Tlio .soil of Torre S^an Patrizio is light-coloured 
clay Avhich grows fair maize and good fodder crops but r-ory poor wheat 
and vines. In soil Konatalapalli has the adi-antagc. 

15. T .shall now draw a comparison between the taxation paid by the 
peasants of Torre San Patrizio and the ryots of Konatalapalli. 

16. The GoA-ernment land reA-enue is almost prcci.sely the same in the 
tAvo villages. It is just over Bs. 3,000 at Konatalajialli, and 4,568 francs 
— Rs. 2,741 at Torre San Patrizio. 

17. But AA’hen Ave come to local taxation on land, iho difference is 
enormous. • It is law_ in Italy that A'illage panchayats shall not add cesses 
for their oAvn purposes to (loA-ernment direct taxes until they liaA'e exhausted 
every other source of taxation. But Torre San Patrizio has only, apart from 
abkai'i, land, houses and cattle to tax. It therefore taxes these, AA’hat 
corresponds Avith ' abkari, being entirely insufficient, 
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18. Konatalapalli pays Es. 250 local cess. Torre San Pati-izio pays 
1 707 francs — Es. 1,024 to the talnlc board and besides this 6,337 franca 
=! Es. 3,803 to the village pancbayat, or a total of nearly Es. 5,000 cess on 
the Government land revenne of Es. 3,000. 

19. Nor is this all. For the cess is only one of the taxes extracted by 
the Torre San Patrizio village pancbayat from the ryot. The total 
revenue of the 'pancbayat is Es. 9,000 or three times the Government land 
revenue of the village. 

20. The revenue of the Torre San Patrizio pancbayat is made up as 
follows : — 

Cesses — • 

Cess on Government land tax 
Cess on Government house tax 


ns. 

3,803 

329 


Taxes — 

Cattle tax ... ... ... ... ... ... 2,671 

Family or hearth tax 831 

Octroi (chiefly on wine) 706 

Profits — 

Profits op. communal land, houses, oil-press, cemetery, 
oven, license tax ... ... ... ... ... 429 


Contributions — 

From Government for schools ... ... ... 159 

From taluk boards for schools ... ... ... 79 

9,007 


The cesses, the cattle tax and the hearth tax, amounting to Es. 7,631 
come straiglit out of the jiockets of the ryots and are_ a burden on the 
land } the lyots till, the cattle with which they till it and the houses ’ 
they live in. Besides this Es. 7,634, they have to pay Es. 2,741 land revenue 
ami Es. 237 house tax to Government and Es. 1,024 land cess and Es. 106 
house cess to the taluk board. The land, cattle and village site of Torre 
San Patrizio thus bear a burden of Es. 11,854, while the land, cattle and 
A'illage site of Konatalapalli bear a burden of little over Es. 3,000. Nothing 
is levied on Konatalapalli cattle, there being no Government forest reserve 
in the neighbourhood. 

21. I reckon the gross agricultural income of Torre San Patrizio at 
Es. 90,000. This figure is based upon researches extending over 20 years 
and is very accurate. For Konatalapalli I cannot make so accurate an esti- 
mate. But the village officers tell me the crop on an acre of cotton is sold at 
about Es. 40 and that on an acre of chohnn at about Es. 30. These two 
products alone, grown on about 400 and 1,000 acres respectively, yield 
Es. 46,000 a year gross. Then there are hundreds of acres of pulses and 
other products including 50 of wet paddy, and I must also reckon in the 
milk and other products of the cows and buffaloes and the jirofit on cattle 
rearing (for T have included these and many other items in my estimate 
for Torre San Patrizio) and I do not think a lower estimate than Es. 70,000 
could be made for the total gross agricultural income of Konatalapalli. 

22. The land at Konatalapalli is selling at Es. 150 to 200 an aero. The 
average at Torre San Patrizio is about Es. 350 an acre. There are about 
2,500 acres at Konatalapalli, 2,000 at_ Torre San Patrizio. The market 
value of the land at Torre San Patrizio maj’ therefore be put at 7 lakhs 
against about Es. 4,37,500 at Konatalapalli. But it must be remembered 
that the rate of interest is lower in Europe and land at Torre San Patrizio 
is sold at a higher number of year.s purchase tlian in the backward Nandigama 
taluk of the Kistna district. 

23. The number of years purchase reckoned at Torre San Patiuzio is 
about 25, the sum reckoned as net income being taken to be what is 
derived by a resident owner who is not the actual cultivator, but gives the land 
out on the half-sharing system to actual cultivators. The net income 
corresponding with Es.'350 per acre market value is Es. 14 per acre. The 
taxation is Es. 6 per acre. Therefore public bodies take Es. 6 out of 
every (Es. 14 -{-6) or Es. 20 net income, 

YII-79 
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24. Tins estiiimte of R*?. 14 por acre k sti-ikingly confirniecl lij' an 
exaininntion of private aceonnts of 00 yeaivs. Tlie figure'; worked ont to 
almost exactly Rs. 14 per acre. 

25. Accordingly, the net agricultnral income of the 2,000 acres at 
Tone San Patrizio may be put at Rs. 40,000, of which Rs. 12,000 is taken 
by public bodies and Rs. 28,000 or about Rs. 22 per head of population left 
to the ryots, the corresponding figure for gross income being Rs. 70 per 
head. 

26. At Konatalapalli 20 years is the limit of the number of years pur- 
chase that can bo taken. On the same principle the net income of Konatala- 
palli is Rs. 8-12-0 per acre against Rs. 14 per acre at Torre San Patrizio; 
the total for the 2,500 acres is just under Rs. 22,000 against Rs. 28,000; 
taxation takes Rs. 3,000 out of Rs. 25,000 against Rs. 12,000 out of 40,000; 
the net income per head of population after paying taxes is Rs, 17 against 
Rs. 22; the gross income por head is Rs. 55 against Rs.‘ 70. 

27. The net income is something of a fiction in the case of populations 
composed chiefly of peasant proprietors. The gross income is pei-haps a 
better test of relative taxable caiiacity. But it must be pointed out that 
neither gross nor net income por^ head is a fair test until allowance is 
made for difference in cost of living. _ I should say this difference would 
cover the whole excess of Rs. 15 gross income which the Torre San Patrizio 
peasant apparently enjoys. For, I should say that the more co.stly dwellings 
and clothes and cattle shelters necessitated by the European climate cost 
the Italian peasant at least the difference of Rs. 15 per head per annum. 
The Konatalapalli ryot probably has more to spend after providing for food, 
clothing, shelter. He certainly does .spend more on luxuries such as jewels. 

28. Even assuming that the somewhat artificial net income" figure is 
the best basis for the determination of relative taxable capacity, Konatala- 

7 

palli would still have to pay Rs. 22 x 12,000= over Rs. 9,000 in taxation 
to be as highly taxed as Torre San Patrizio ; that is to say, it could bo taxed 
three times as high as it is at present. 

29. I do not say that the pressure of taxation on the ryots of Torre 
San Patrizio is not extremely neavy; but it is not intolerable, for it is 
borne ; and I should say the benefits exceed the burden onormouslj’. The 
mortality at Torre San Patrizio last year ivas only 10 per thousand. It 
has its protected water-supply, resident doctor and trained midwife paid 
from the village fund, two good schools, a share in a cattle veterinary, a 
share in an agricultural expert, paved streets, metalled roads to the ad- 
joining villages. I do not expect to live to see Konatalapalli witli all these 
advantages, but in tho course of the next two or three generations some 
progress will doubtless bo made, and my point is that the main difficulty 
is not want of taxable capacity. The taxable capacity exists. 

30. I have laboured the point that ^ higher local taxation is feasible 
because it is tho special duty of the District Officer to press for it. Central 
Governments are always very reluctant to allow local bodies to tap Govern- 
ment sources of revenue. In Italy the Government is constantly admonish- 
ing local bodies to find other sources of revenue instead of imposing cesses 
on tho Government taxes. The limit thej’ originally laid down by law was 
50 centimes in the franc or 8 annas in the rupee, and a village still requires 
the Collector’s special sanction to inci'easo the rate. The villages used to 
lay a cess not only on the Government land tax and house tax, but also 
on the income-tax. Government put a stop to the cess on tho income-tax 
altogether. In this couutryj tho Government of India would probably be 
found opposed to any considerable increase in tho land cess and would 
reject any suggestion that rural local bodies should levy a cess on tho 
income-tax. Their policy is to reserve all increases in their own taxes for 
themselves and the Local Governments. It is a natural attitude, because 
they forsee their expenditure must increase, and they’ do not know where to 
look for fresh sources of revenue, and they' prefer to dole out grants-in-aid 
from their surpluses to alienating sources of revenue permanently. 

31. Our point of view is different. ."We feel acutely the inconveniences 
onlyr dimly perceived by the Government of India of this system of doles. 
It is much better we should have our own fixed, unvarying, deiiendablo 
income from land cesses increased than have earmai'kqd grants of fluctuating 
amount doled out to us in accordance with the budget exigencies of tho 
Supreme Government. 
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32. T a« ..ol pvo^;. ll... m.?upr of t1» on 
it to the Nuzvul meeting. Many of the e ' .-j u ^r^-ote was that 

Not one of them objected, to the jt. 

the income-tax being unjustly tnnas^in the rupee on the 

There is something in this; moreover cess at li annas in rue i 

income-tax would not he a large sum. . 

mitt^e-p?o"ra!;\-Hcfis"fn the™f thVjpvJl^rkr^^^^^ 

besides that already under contemplation, would in 

before it could be carried into effect. Section 34, \ 

of the Act and section 144, clause (y), give power to the { oaids and to 

Government to make rules for committees of local boards; but section 34 

sub-section (1) clause (v) is so narrowly worded that these, committees can 

do nothing but inspect, advise and report. No power, dignity, ^nthoiity oi 

importance is attached to membership of such a committee ; consequently 

tlie committees . have not been formed or have not worked., though luany 

boards have made rules and tried to form committee.s. . The circle committees 

T propose would have power, dignity, authority, and importance ; the pov er 

would litivG to be delegated 5 «ind fi new delegation clause is necessary. 


34. I think the following amendment would be sufficient ; — For clause V 
of sub-section (11 of section 34, sulstihde “(v) the election or appointment 
and procedure of committees consisting of members of the board, or partly 
of -such members, and partly of electors or other inhabitants of the local 
area or of any part of the local area with delegated power to exercise all 
or any ofithe functions of the board or of its president under this Act, subject 
to the supervision and control of the said board or president. 


35. It would be unnecessary, and in fact inexpedient, I submit, to lay 
down rules in the Act itself for these circle committees. It was a mistake, 
in my opinion, to lay down detailed rules in the Act for union panchayats, 
and the whole scheme of the Local Boards and District IVtunicipalities Act 
is mi.sconceived. All matters of detail .should have been left to subsidiary 
legislation. 


36. The principle of leaving as much as possible to suhsidiaiy legisla- 
tion has. long been adojited on the continent of Europe, has been gaining 
ground in England, and has penetrated to India, where, the new edition 
of the Code of Civil Procedure was based on it. 


37. To take a pi’®cedent more pertinent to the matter in hand, the 
Government of Madras promulgated a municipal regulation for Bangana- 
palli when that Indian State was under their management. Instead of adopt- 
ing -the Madras District hlunicipalities Act, they drew up a short regulation 
of about 30 sections providing wide powers of subsidiary legislation. 


38. My cii-cle committee scheme could be easily .started and would not 
require extensive legislation. I think it would be found generally accept- 
able and workable in other divisions besides my own. It is of course essential 
to the scheme that the formation of the committees should coincide witli 
enhancement of local cess for provision of village roads. It need not be 
tried 111 all the circles at once. In this district it would be tried first in 
the delta jirKas where the clamour for village roads is loudest. 


discussed at a meeting of the taluk board on 
the 29th instant. . I purposely stayed away and asked the official members' 
to take no part in the discussion. The following resolution was adopted 
by a unaiiinious vote of the non-official members ; — 


^ of opniioii that the District Board President may be 

empowered to increase the land cess half an anna more and that the in- 
creased cess may be placed in the hands of a committee formed in mi 
electorial circle for construction of village roads and tint +1,;^ 
nient may be tried first in the deffia 

amendments may be made in the Local Boards Act as would ’empower the 
Distiict Board President to enhance the rate of land r.ooo ov.i , the 

the Pirkn Committee to mnnoge the smplus raised % such In inSr” 

ouesHo„“,rin raisms*e°d.“l pfopoto to mo,t von 
iV piatrict Board ie in fnvonrTf the St ™ intern 

moot anbjoct, however, to farther legislation being n„dS£ whPeh wjii 
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enable the manngomont of the proceeds of enhanced taxation to bo confided 
to more representative bodies than tbo existing boards operating in smaller 
local areas. 

Q. 16.— iratcr- 7 '«fc.';.— I .suggest charging for water by quantity instead 
of acreage. Italian experience has conclusively proved that charging for 
water by qunntit 3 ' is the most profitable, the most economical and the most 
easily worked .sj-stom. Under the IMopad reservoir most of the villages 
aro zamindari, and in vSoulh India it is especially when wo supply water 
to estates that it would bo convenient to charge by quantity,' olhorwiso 
a special staff of revenue inspectors, I’ariiamx and chainmen will Imve to 
bo maintained to measure fields and partial fields every year. There are 
constant disputes and there is much fraud, as our experience in Kistna 
proves. The Snb-Collcclor and the Executive Engineer seem to think there 
would bo jiractical difficulties, the latter in particular going so far as to 
state that ho would have to rc-align all his canals and that ho know of no 
correct method of measuring a flow with a variable head. I told him I 
had never heard of practical difficultias which had not been overcome in 
Italy and I would enquire when I wont on leave. 

2. Dui'ing m.v visit to Italy I found that the Italian Government sells 

water to irrigation association’s, which arc compulsory associations of all 
the r.vots using tlie water of a particul.'ir canal or part of a canal. At 

Vorcelli the association has large offices and a meeting hall, whore dolegate.s 

elected by the difToront villages meet and lay down policy in consultation 
with the association’s chief engineer. The Government hands over the 
canal to the association. Similnrl.v, under the i^Iopad reservoir I should 
make it compulsory by hnv for all the ryots and the projirietors of the 
proprietary villages to form an irrigation a.ssociation and appoint a qualified 
man as engineer, and then I should leave the care of the distributaries and 
the distribution of water entirely to them, charging for the quantitj* of 
water lot in from the main canal.' The Sosia Association actually charges 
its members considerably less jior unit 'than it pnj-.s to Government after 
defraying all expenses, as it u.sc.s fho same water more than once. The 
Italian Govornmont’s iirico before the war was .‘10 francs per litre-second j 
it is now something over dO francs. 

.3. The experts and landowners all told me that there was no difficultj* 
in measuring any flow of water by .simple .sluice methods without elaborate 
mechanical motors. The forinulao have long ago boon worked out for all 
the Italian canals. The Sc.sia enginoor .showed me his curves and formulae 
and said his acqtiaJioH (niroaiifics) could read and apply them without 
difficultj’. Ho also showed mo his register of daily reports for each modulod 
sluice sent up bj’ the iiiroautics. Ho said variable heads did not matter at 
all. Ho also said ho would undertake to measure any flow with a fall of 
as little as 3 centimetres. Ho added that, if our cngineei-s made difficulties, 
wo had bettor- send him one and ho would undertake to teach him all that 
there is to bo learnt about practical measuring of water in six months. 
I asked him whether ho measured all the water ho supplied; he said no; ho 
liked to keep a small percentage. to be distributed through free sluices and 
cliarged for by acreage; ho spoke as if this was unusual and a matter of 
personal preference. I suggested there might bo tampering Avith tho 
sluices and corruption of .subordinates in India. Ho answered at once: 
“So there Avould ho in Ttalj’ if it wore po.ssible; but tho sum of what is 
passed through tho distributary sluices every d.ay must equal what I pass 
through the head sluice; I got mj' dailj’ reports; it is not possible for all the 
nirgantics to put their heads together and commit frauds.’’ In case of 
scarcitj’ ho reduces tho water bj’ a iiercontago for everyone without dis- 
tinction. 

4. Prof. Fantoli, who is a'vcrj' eminent authoritj’, Avas cqualh’ positive 
that all floAA’s can be mea.snred and that this has boon proved in jiractico 
in Italy, but he said that it might bo nocossarj* to create falls artificially in 
some canals, and ho gave tho ihinimum fall required, not as 3 centimetres, 
but 15 (6 inches) for distributaries and 2 feet for main canals. Ho said 
that 30 years ago GO per cent of irrigation Avater AA’as charged for by acreage, 
but noAv the figui-o is not half of 1 per cent. It had been so conclusiA'ch’ 
proA’ed that Avator Avas economised, ponsonnel reduced and fraud eliminate’d 
bj’ chargiii^g bj’ quantitj’ that in North Italj’ it is noAv done nniA’ei'sallj’. 
In case of scarcity, certain proprietors under his canal have a right 
to -a lull snpplj’; for the others the supplj’ is reduced proportionatolj’. 

5. Whethor it be that the Ttalians'manngo their Avator distribution, m 
their manuring or their_ rotation of crops, bettor, it is A’orj’ certain tliat the 
Italian paddy groivor is out of all proportion more succ&ssful thgn thp 



Indian. Professor Novelli, Director of tlie Vercelli Experimental Station, 
told me the average yield per hectare mas 45 quintals = 4^ tons = nearly 
2 tons per acre. The average in Nellore is not 1,500 lb. an acre. The 
Italian ryot gets three times as much'' paddy per acre, and that paddy 
of much better quality. The proprietors of the two estates I inspected also 
gave me 45 quintals as the aA*erage yield. They estimated the standing 
crop in Signer Rossi’s estate at 60 quintals and said 70 and 80 quintals 
wcfc some-times atiained. 

6. T shoiild imagine the chief reason is the inti-oduction of a rotation 
of crops. The had Indian practice of growing paddy year after year in the 
same field once prevailed in iiarts of Italy, but it has now (like charging 
for water by acreage) been almost entirely abandoned. Noav it is usual 
to grow paddy on only about one-third of an estate in rotation (but tliis 
one-third is made to yield as much as the whole would if jmddy were grown 
on it evei-y year). Part of the estate is kept under grass or trefoil, a7id 
wheat or Indian corn is grown on other parts. The following were given 
to mo as common and ideal rotations; — 

Common — 

(1) 3 years paddy. 

1 3'ear drj' cultivation with wlieat or oats; meadow sown in the 
cereal while it is growing, aiul then it remains meadow for a year or two; 
after the meadow sometimes ’maize. 

,(2) For heavy soils — 

1 year paddy 
1 jmar wheat or oats 
1 year nieadow. 

Ideal — 

2 3’ears paddy 

1 3'ear dry cereal 

2 years meadow. 

Paddy is considered a lucrative crop in Italy when it yields well; 
but the expense of cxxltivation is so high that it must first yield well; with 
our low Indian 3'ields it would not pa3' at all. Cav. Stabilini told me that 
weeding alone costs him 600 francs a hectare (2J acres). Putting irrigated 
land to meadow (which is also irrigated every 20 days or so) is not the 
sacrifice the Indian ryot considers it to be. The ixaddy planters in 
North Italy keep enormous numbers of good milkers, feed them on trefoil 
and other luscious grasses and make the greatest part of their profit out of 
the dair3'. Milk and curds and ghee are valuable products in India, and 
I hope valuable meadow crops will be grown in the Cin'ntaladevi cattle farm 
with Mopad water, good milk cows will be kept and that it will be proved 
there, for the instruction of the iwot, that to alternate meadow and dry 
cereals with paddy is the most profitable way of putting irrigable land to 
use in India also. 

7. In the Italian estates some land is usually reserved for imrinanent 
meadow.- It is irrigated summer and winter, and the ice that forms on 
the surface is broken up 63'- altei-nately withdrawing and adding water. 
These permanent meadows are arranged on a slope so that water jjasses 
from one to another; each ijlot is further sloped from the centre and the 
water falls into side channels, which carry it to other plots. Some of 
these permanent meadows (marcitc) were shown t'b me and I was told that, 
labour being now so dear, it would never pas* now to form the meadows 
and plots but it was all done long ago. 

8. An Italian rice estate is strikingls* regular. The paddy fields aio 
exact parallelograms, all the bunds and channels are perfectly straight and 
the larger bunds are all planted regularly with trees. The fields are kept 
beaxitifvxlls* clean either by em])lo5*ing an arms* of female weeders or by 
a new method, in which Signor Rossi instructed me. He sows with a special 
instrixment which makes small furrows and deposits the seeds on the ridges 
between. The result is that the weeds get drowned while the paddy springs 
up. Forty da3*s after sowing he passes another special instrument doxvn the 
furrows to extirpate such weeds as may have come up. His fields were 
certainly quite remarkably clean. This system is known as the Cabrini 
S3'stem after the inventor and is a recent invention. Signor Rossi said he 
woxild be very ixleased to show it to any of ouj* experts (sowing season is 
end of April). 

YII— 80 
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9. All tliG Lombard rice growers use chomical manures profusely. 
Prof. Novelli, whom T consulted, said he could giro no general advice about 
manures for paddy fields. He only advises after being supplied with analyses 
of the soil and of the irrigation water. But there can be little doubt that 
the profuse use of chemical manures combined with rotation of crops and 
clean weeding contributes to the high Italian yields. 

10. Kisaie stuhni (unrotated paddy fields) have been given up except in 
a few swanijis at the mouths of rivers (e.g.,-<tf(ear Bavenna) where paddy 
is grown not so much for its value as because it is the only suitable 
crop pending the silting up of the .soil. As soon as the soil has risen 
suflicioutly, wheat takes the place of paddy. Prof. Bellucci of Bavenna 
gave mo the following ns a common rotation there: — 

2 years paddy. 

Then 2 to 5 years lucerne. 

The level falls in these years and is then raised again by growing paddy 
and pouring in silt with the water. In 10 or 12 years the level is raised 
sufliciently to enable wheat to bo grown. In the Bavenna country, Govern- 
ment do hot charge anything for the water as the cultivation is 'precarious 
and the jiaddy crop may he SAvept away bj- a sudden flood, but wishes to 
encourage the taking up of swamp land so that it may bo gradually raised 
above the flood level. Private owners of sluices there charge 10 per cent of 
the gross produce of the fields benefited ; and this is carried away in kind 
when the threshing machine goes round. Except for a little perphosphate, 
chomical manures are not used in the Bavenna country ns the silt brought 
down hy the riA*ers is verj' fertile. 

Qs. 103 and 115. — La7ui values nncui-ued incremenf di/fj/. — I Avould not 
confine this to urban property. 1 would make all land passing at over Bs. 200 
an acre pay. The duty Avould yield crores. In Germany it yielded 3 crores 
in the first year. The reason it failed in England w.ns that it was pros- 
pective (original value to be calculated from date after the Act) and could 
not in the nature of things yield anything for a generation. In Germany 
it Avas retrospective (original value to bo calculated at value 40 years ago 
if no suliscqucnt sale), if.v draft for the Madras Coriioration Avas also 
retrospective (to 1890h The Corporation uinvisely rejected it and threw 
aAA-ay 7 or 8 lakhs of revenue, f aa-oaiUI make the Act an imperial one; 
the local bodies to collect the money and keo]) 40 per cent and hand over 
10 per cent to the province and 50 per cent to the GoA’crnmont of India. 

I enclose some figures from the Statistical Atlas (192.3) of the Chingleput 
district, JIadras Presidency, to illustrate the iioint that there is an un- 
earned increment of agricultural land to be taxed. Its A'alue has increased 
5 to 6 fold Avithin the last 50 years, aaIuIo the price of rice has only gone 
up tAvo and a half times. 

Staiisfical Atlas — 1923, ChhKjleimt — 


* 


« 


# 


«- 




10. Sale value of land. — ^Tf OA'idence is rcciuired of the extent to AA’hich 
the rise in prices and the Ioav land tax has benefited the ryots, the 
figures of land sales Avill sujiply it. Tho A'alue of AA'ot land has more than 
doubled even in tho last 20 years, and that of dry land has more than 
trebled. Fifty years ago the aA'erage price of dry land Avas Bs. 23 an acre; 
in the quinquennium ending Avith 1920 it AA-as Bs. 138. In tho same ijoriod 
the average A'alue of an acre of A\'ot land rose from Bs. 72 to Bs. 332. Dry 
laud is AA'orth' exactly six times AA'hat it used to ho, Avet land nearly five; 
the land revenue iissessmcnt iier aero has remained nearly stationary for 
half a century, AA'hile the projierty on AA’hich it is assessed is Avorth five or 
six times AA’hat it Avas. The folloAving table gives from 1896 to 1920 particulars 
of sales for tho A’arious classes of soji; — 
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11. Population and occupation. — According to the census of 1921, the 
Ijopulation of the district ivas 1,493,058 against 1,406,008 in 1911, or 6.2 
jjer cent greater. In 1871 tlie iioiJiilation was only 938,000, and that figure 
is more than three times the estimate made of the population of the jagliir 
when it was first released from the oppressive administration of the Nawab 
of the Carnatic. The increase of the population from 2J lakhs to 15 laklis 
accompanied bj' a rise in prosperity and the standard of living is eloquent 
of the influence of peace and justice and low taxation. Every decade has 
shown a great advance in poiDulation, but the limit has now perhaps been 
nearly reached if the population continues to be almost entirelj" agricultural, 
for the arable land has been nearly all occupied. 

Petterment. — Has been introduced in Madras (Town Planning Act), 
but here again 1 would have an Imperial Act and apply the in-inciple to all 
public works of improvement, e.g.,* irrigation works, bridges, harbours. 

Q. 121. Tobacco. — I am very strongly of opinion that a tobacco excise 
will yield more and be far more elastic than salt excise. The tobacco monopoly 
in Italy was found to be far the most elastic of the sources of revenue in the 
War Avhile salt was not elastic at all but regressive. The figures are — 


Salt 

Tobacco 


Italian Budget Actuals. 

1913-14. 
Million lire. 

90 

348 


1921-22. 
Jlillion lire. 

157 

2,668 


Money depreciated betiveen 4 and 5 fold. Tlierefoie the real yield of 
the salt monopoly in Italy fell during the war to less than half, and 1 take 
the oiDportunity to correct the figure of Es. 1-11-0 a head for Italy given 
in Annexure G. It is approximately correct for the pre-war period; but 
with the rujpee at Is. 6cZ. and the lira at 115 to the sovereign, the four lira 
a head it juelds now is equivalent to less than 8 annas. 

2. On the other hand the tobacco monopoly yield has increased nearly 
eightfold in lire, or, corrected for depreciation, nearly twofold. The monopoly 
now yields approximately 30 crores of rupees in Italy with a population 
of under 40 2 nillions — about Rs. 7-8-0 a head or 15 times as much a head 
as salt. The Italian Govoriinient contiuuallj’- raised its tobacco prices during 
the war without affecting consumption. 

3. In India I would not make tobacco a monopoly but tax the crop 
on the land without attempting to license or restrict cultivation. In (ho 
Madras Presidency it would cost nothing at all to add Es. 25 or Es. 50 
an acre to tobacco land. The demand would be settled at Jamabandi by the 
ordinary staff. Bengal and the Indian States would probably fall in, 
employing a special staff if necessar 5 '. The West Coast Indian States of 
Madras had a monopoly of imported tobacco and of local pepper befoi'e the 
advent of British rule and our policy deprived Cochin and Travancore of 
their tobacco and pepper mouoi)olics. For the Travancore tobacco monopoly 
and our Ceylon counter monopoly of 1812-24 — see note at page 115 of my 
Dutch in Malabar (kladras Government’s Dutch records series No. 13). 
There is reason to suppose that Indian States would be glad to return 
to the system of special taxes for special crops which the British Govern- 
ment has always discouraged on a principle that ought not to be applied to 
luxury crops — ^tobacco, betel, pei^per and perhaps sugar. 

4. The questionnaire does not mention betel and pepper. I consider 
betel to stand exactly on all fours with tobacco. It is a luxury commodity 
and should be heavilj’^ taxed. 

5. I would begin with Es. 10 an acre with the full intention of going 
up to Es- 100 an acre in process of time. The tax would bo very much 
worth while. There must be about IJ million acres under tobacco and betel 
in the whole of India and a revenue of 1-1 crores gross rising in course of 
time to 15 crores might be expected by the Government of India and 
Indian States. I do not believe the 15 crores would bo left. If a poor 
country like Italy with a population of under 40 millions can pay its 
Government 30 crores for tobacco alone, 15 crores on tobacco and betel for 
the 320 millions of Indians would be very little — 8 annas a head instead of 
lls. 7-8-0 a head. 

6. Hardly any of the other sources of revenue in Italy expanded in the 
same w.ay during the War. Most of the major heads were actually regres- 
sive. Land revenue and buildings only went up from 195 to 301 millions 
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wliich is far be]oT\' tlie increase required by depreciation j the post office 
only went up from 127 millions to 388, the .customs only from 260 millions 
to 518 and so on, while the tobacco revenue went up from 348 to 2,688 
millions. It will bo observed that the tobacco monopoly in Italy yields five 
times as much as the customs, nine times as much as land revenue and 
buildings, 17 times as much as salt. 

7. It may bo worth the Committee’s while to obtain the most recent 
figures for Italy and also for France. 

Qs. 121 to 136. — ^I am clear that the only practical method is tax on 
the crop. If our filadras staff can identify and mark every one of the 
millions of liquor trees in the Presidency, can it be seriously contended that 
the betel gardens, which can be seen two miles awaj^ and the tobacco imtches 
round the villages cannot be located and measured. 

Qs. 137 to 146. Succession duty . — I can jirove, if this is of any interest, 
that succession duty was levied bj’ Hindu Indian iStates in the 18th century. 


Written men..orandnm of tlie Chief Commissioner, Coorg. 

The imperial or central budget as at present constructed depends largely 
on whether trade conditions reach the normal standard during the year to 
which the estimates relate. The most important elements in the budget 
are income-tax and customs duties; both are peculiarly sensative to econo- 
mic developments. A slump in trade might disorganize the budget: a 
boom would give a few crores extra. In industrially organized countries 
it is almost impossible to frame a budget, the success of which does not 
largely depend on the maintenance of normal trade conditions. It is largely 
a question of degree. In India the tendency is over emphasised 
despite the fact that India is not industrially developed. The fact that 
income from agriculture is not taxed and that the small shoiikeeping and 
money-lending classes — whoso returns do not greatly vary from year to 3 ’oar 
except in the case of an economic cataclj'sm — are similarly exempt, increases 
the dependency of the 3 ’icld of income-tax on the conditions of trade in its 
broader aspects. Widen the field of income-tax and the fluctuations would 
bo less marked. If it is desired to ensure greater stability for the imperial 
budget by relaxing its connection with trade, it must be placed on a broader 
basis; this can be best achieved by including taxes on propertj*. The time 
has come when the imposition of death duties should be seriousl;^ considered. 
The yield from such duties is not liable to wide fluctuations. It is considered 
financial lieresy in some quarters to suggest that Beiigal is under-taxed as 
compared with tho rest of India. It cannot be gainsaid, however, that in 
the area Under tho permanent settlement, property in the shape of laud 
does not bear its fair share of the burden of taxation. In such areas death 
duties would have stronger justification than in other parts of the sub- 
continent. One of tho most stable forms of i-evenue is the water-rates charged 
for irrigation from Government canals. Tho Imperial Government should 
share in this revenue. In most cases the Imperial Government has provided 
- the capital and taken the risk of failure. The scheme would involve a re- 
distribution of i-eyenues between central and provincial, but this seems highly 
desirable in the interests of financial stability. To give Provincial Govern- 
ments their full share of revenue as fixed bj' the fileston Award, it might be 
necessai'y to introduce new forms of taxation, o.g., a tax on tobacco: 
alternatively, tho provinces might bo given a share in the income-tax. That 
tax should be placed on a broader foundation I)y including income from land 
within its scope and by lowering the taxable limit of income. This would 
greatly increase the j’ield and would do perhaps more than anything else 
to stabilize central finance. 


2. I shall not presume to illustrate the proposals 1 have outlined by a 
series of figures. I venture to think that a policy of new taxation as 
suggested^ combined with* a re-distribution to sojne extent of existing revenues 
between imperial and provincial, would give the Imperial Government the 
revenue it requires, thereby automatically abolishing the provincial con- 
tributions. The standard of ordinary income of tho provinces would not 
necessarily be affected. If the Government of India found the sources of 
revenue at its disposal were in excess of requirements, taxation might be 
reduced or subsidies given to the provinces. If subsidies are' considered 
ouiectmnable, the proportion of shared revenues assigned to provinces could 
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8. Provincial or local jinancc . — It .scon is uiiavoidnltlo Unit tlio groiitcr 
projiartion of tlio iiieoinc of local aulliorilios, J)isti ict Ho.ard.s uml iiuiuicijiali- 
tics should he levied hy inciuis of a rale or tax on ininiovuhlo proiierty. This 
form of taxation is specially suitnhio in tinviis and might in many cases he 
fixed at a higher standard. In innnieipalilies the revenne could he supple- 
mented hy a tax on ijrofossions. Some form of taxation which would secure 
to municipal authorities the honelit of the unearned increment is highly 
dcsirahlo. The iliiReuUy is to devise a scheme. 'I’he 'rnxation Committee 
would, 1 venture to thinlr, coaler a great heneht on Southern Judin if they 
would emphatically recommciul the alioUliou of tolls on roads. They arc a 
serious cmharrassuicnt to trade and a permanent ii'ritation and hindrance 
to fast moving traflic. It should ho easy to devise a .suhstitutc. For example, 
the rate of motor licenses might lie slightly increased and taxes imposed on 
private carriages not used for trade pnrposc.s. 

4. The local rate expressed in tonus of the land revenue i.s a heavy 
hurden on the small projuielor and particularly on the uneconomic, holding. 
A higher rate should lie levied on lioldings paying land revenue in exci-ss of, ^ 
say, 11s. 200. The liouse tax on non-agriculturist.s is a not unrcasonahle , 
imposition. Where it does not <*xisL petty shopheepers and arlisan.s pay 
next to nothing for the henefits they derive from the activities of the local 
authorities. 

5. A jjoint of importance as atfecting the yclntioivs hot.wceu proviueial 
.•md loeal taxation is whether the local authorities fairly exploit the field 
left open to tiiem. It is for consideration, for example, whether immovahle 
projierty in municipal areas j,hould not relieve the provincial hudget to 
some extent hy levying an education cc-'S. li would not he unlair in .some 
tracts to levy a similar ccss on land. A crore or so raised in this way in a 
province with a revenue ot, .say JO crorcs, would greiitly siinplily the prohh-m 
of jirovincial liiiaucc. The propertied classes in Thigland hear ti coiisidcr- 
ahlc share in this way of the cost of popular cducatioii : al-o of the police, 
if excise revenue is graduall.v to disapjiear. it is inovitahle tlmt immovahle 
property of all kinds will have to hoar an inereasiiig .sliave ol taxation. The 
principle of dilTorcnliation between the Miialler and huger elas.,c.s of property 
should ho observed. 


G. 7aco/af-/u.r.— -There c;ui he little doiihi that if the lield of income-tax 
widoiictl and if at the same time the tax were efficiently jidmitiislorcd, tho 
increase in tho yield would run into ten or ji dor.eii mores. In the first ])lacc, 
tho taxidilo limil .should ho brought down to Us. 1,‘2.')‘1 or at least to Us. l.-atJO. 
At tho prcseiic with a limit of JJs. 2,01)0 the .siihsisloiico limit i.s much liigher 
than in England allowing for the lUn'eieiice in local conditioiiK. With the 
limit at Us. 2.001) the jiriilc hourijeoisir, a very nnmeions class, practically* 
escape imperial and provincial taxation. They contrihuto very little 
excise: what they need pay in cusluins duty is negligilile if they buy country" 
cloth. Tlie .salt tax makes an inappreciable demand on their income. Jil 
point of fact, tliis chiss nmy well look on the eiix of Uritish rule ns a golden” 
age so f:ir as the domaiuls of the Slate on their rcsourci's arc concerned, * 
especially in comparison with Uic age that preceded it. Tho earlier 1 
iuliiiiiiistrntioiis levied a sm'ics of annoying imposts iiichnling the jaz}iin oi' ' 
poll tax in tlie ease of the Jliudu: Uio lower nnildle class in those days 
felt the hurden of taxation iilinost as he.avily as the pciisant. Under Uritish 
rule there has boon practically no direct levy on ihis cl^ls^ except for a 
period of thirty years or .so from 1880 wlien the taxable limit of the income- 
tax was lower. 'I'lie iissessmcnt of imoinc-tax in tho old days wlien the limit 
was U.s. 500 worked unfairly in some case.s. At piesent, it must frcriuontly 
happen that a small husinc.ss man with an income of Its. 1.800 or .so from 
rctiiil trade and monoy-londing may make another Us. 2.000 or so from land 
and yet psiy no ineome-tax. In 1‘liiglnnd a business man with a .similar 
income would pay !i eoiisidorahlo .sum in income-tax. There is no rohson u. 
this class .should escape taxation. 'J’hoy wield a considerahlo measure 
jiolitical influence, if they do not ])rovide the hulk of the urban party in 
the various legislatures. Tho share of the hurden of taxation wliich any 
particular class hoars should he more or less commonsiirato with its political 
iiifluonco. I cannot claim to have .studied exhaustively tho question of tho 
lower iniddlo class and middle class hudget. It is a safe coiiclu.sion, however, 


jcss c.'vacung eiimaic. partly troiu a dillereuco of habit ; a far 
involves fur less o.xpondituro than in the English familv. Tn 
Imusohold the ideal of tho free hroakfust table is, practmally U' 


ally acluovcdj tho 
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[\TQnglisli family has to pay ‘an appreciable duty on tea and sugar r in most 
S SusqIioWs there is some consumption of beer and tobacco cvhich are honvjly 
axed. Education is ijractically as cheap for the Indian as for the English- 
, l,a'ian. If these considerations have any value, the theory maj' bo accepted 
'that it is safe and not unreasonable to lower the subsistence limit for 
income-tax purposes. As suggested, it might be put at Es. 1,250 or 
Es. 1,500. This would mean a large increase in the yield of the tax. 
Further, there can be iio doubt that income from land should bo taxed. 
I'he theoi'y on which the pi-osent exemption is based has no logical foundation. 
Land is a form of investment, whether hereditary or self-acquired, just as much 
as shares in a shiijping company or a cotton mill. Why stiould a mill-owner 
who invests large suras in land pay no income-tax on the income therefrom, 
while a confrere who buys Government paper with his surplus does not 
escape? The money-lending classes in the North and other x’arts of India, 
whose transactions have led to the expropiiation of large sections of the 
'' peasantry, have been singularly fortunate in having paid 
on the returns from their investments in land. It is true that the ownership 
of land involves responsibilities and rishs of loss — greater risks attach to 
other forms of property — and in any case the method of assessment of income 
on land might be leniently framed. Adopt the half net assets theory, and 
assess simiily on aii income assumed to equal the hand revenue. In most cases 
' the revenue would be several times'Sifcli an estimate. This principle should, 
however, be confined' to land subject to imriodical re-asspssment ; land 
permanently settled should pay on a higher basis, say, the estimated average 
income for five years. There woiild here be an opportunity of recovering for 
the State a small share of its rightful dues forfeited bj’ the permanont 
settlement. The small iiroprietor would escape as the size of the holding on 
which tax would be paid would rarely be less than 300 acres. 

7. The administration of the law has been greatly imi>roved in recent 
years, but there can be little doubt that there is still a great deal of evasion. 
This can be obviated to a great" 'extent by increasing the .strength and 

, improving the efficiency of the assessing .staff. With the development of 
' banking and accountancy the work of a-ssessment will become easier. It would 
bo of enormous assistance if legislation 'cc»ld be introduced imposing a 
statutory duty on all inei-chants, etc., to_ keep their accounts in a prescribed- 
vernacular and in a certain form. This might to some extent defeat the 
practice adopted by some businessmen of keeping double accounts for income- 
tax and ordinary purposes. 

8. Irrigation . — ^Irrigation revenue is i)erha])s one of the most stable 
<'orms of State income. Tliis i.s a good reason why the central revenues .should 
■hare in it, an equivalent amoxxnt being assigned to the province affected 
either from income-tax or from new taxation, e.g., a tax on tobacco. Jls 
already noted the capital for the development, of irrigation has usually been 
''ound'by the Imperial Government. It i.s a form of revenue that is sus- 
ceptible of expansioii in proportion to the increase in the value of the 
oroduce raised on the land irrigated. Legislation to this effect could more 
conveniently be carried through in the central rather than in jirovlncial 
‘legislatures. It should be regarded as a cai-dinal principle that canal water, 

’ ‘where the canal is owned by Government, is a commodity, the price of which 

should vary in xjroportion to its value to the consumer. > 

’ 9.- Tax on tobacco . — There is no insuperable objection to a tax on tobacco 

grown in India, but I doubt if the yield would be very great. An aci'oage 
tax of Es. 10 would perhaps yield a crorc or a crore and a half. I am not 
able to say to what extent such a tax would raise the cost to the consumer, 

! It sb.ould be''J<’n'lm'jerjal tax. 

Land rcvcive.—l am inclined to think that too much of a fetish has 
,'mado of the half net assets theory of assessment in some provinces and 
1:'^' /the result has been that many of the so-called uneconomic lioldings 
- iyer-assessed. There may be this advantage in the .system that the holder 
riven to otinfr forms of work in order to pay his' asse.ssment, but the 
is discontent, and it can hardly be said that the principle involved i.s 
. ''ble. It would be sound policy to revise such assessments. Part of the 
ed yield in the income-tax, if the .scope is widened as suggested, could 
' against the loss which probably would not amount to more than 
‘if-. of crores. The loss in local rates could be made up by incroasino- 
j on large holdings which benefit more from local ad'ministration 
,.ti rile smaller holding. 
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! n. JOcaih (lutirs. — Tin's is -not nn iinrc:i=onnl)lo form of Iftxftliou'ilpoioti-/ 
cally. If fl*o arc i)itc‘lic(l Ion IukIi, liio Inirdon on capital r.'Dfts r 

economic ])rospority. if intnulncod in hulin, tlio rale-, sliould 1)e kept m\ 
lower level so as not to disconraKe the accumnlatioii of capital. I'he llimi'. 
^oint family .system ■with its theoiw of co]iart‘en!iry_ ownership and lindlcd 
estates presents an ohstaclo. hot it shonhi ho po-sihie to devise ft 'chetne 
which would not threaten the existence of tliis peculiar form of propcity and 
at the time hrinp; in a fair revetiuo to flovornment. ‘J'lic cliief thinji; \>'onl<3 
i)e to protect the mitloiis. The lax should he an imperial tax with a ’hsK 
to the provincc.s. It need not neccs.-arily he introduced throushoui in a.i. 
hlstaios heiow, say, Its. 20,003, shotdd he exempt. 

12. iS’iif/u/ior;/. — 'J'ho main object iti view is to stahiliw imjmriai fiiutv'e. 
This can. he.- 1 ho achit'vod hy hrondeiiiup; the h.T-is of impel iul 't .ssritien. 
and thereby Ie>seninp; the inlhunu-e of trade and seasonal conditioas on -die 
yield of imiiorial imposts. 'I'hc Coveiiunent of India should shnie in th" 
'rovenno from irrifpition : the field of incoum-tax -^lionld he widened, itieome 
ifrom land heinp; subject to the tax and the taxable limit reduced so : is 
jhrinp: the" lower middle cl.ass within its erhil. It i.s for consideration Vlict-e-* 
the Central Govormuont sUnukl uoi afX'.un ‘have in land vfvenne. Use oldcsi, 
form of imiiorial taxation, the provinces heinp (ompensaled hy n sliare in 
the income-tax or by new I. -vt nr 5 on. O'hc rc-.iilt of a sy--teni frames! ronpidy 
on those linos mipht make it pos.sihle to abolish (lie provincial contributi.sns 
and pivo to the provinces a share in pioninp rorenne, e.p., income-tax, 
death duties, etc., wliieh would help Jo make provincial finance more elastic. 
Finally, the opportunity mipht he taken to lelievo (he small landhuldor hv 
reducing the a.s.sossment on nnccoiiomic holdings. 




7. Tlio question ivliethor the house and land tax and land cess slioUld 
bo discontinued must l)e answered in the nogatiA’c as 1 cannot think of 
any other suitable tax— particularly in rural areas— which could be imposed 
to ])roperly replace them. The land cess itself groAV out of the old road 
fund mrm’ed by executive order by means of something like a surcharge 
on the land revenue for the maintenance of communications other than 
trunk roads and important district roads. It has increased from a G pies 
cess in 1866 to IJ annas in the rupee. Local bodies have been gradually 
assigned the discharge of duties unconnected with the original of the road 
cess and Avere made to undertake services legitimately to 1)0 paid for from 
public roA'enue and jiot local rates. It AA-as apparently found impossible all 
these years to replace the land cess by any other suitable, tax. The Govern- 
ment, "therefore, transferred to District Boards such income as that derh'cd 
from canals and ferries under the Public Canals and Ferries Act and made 
grants sometimes for trunk roads, at other times for Aullago communications, 
for the improvement of rural water-supply, and for tlio construction of ele- 
mentary school buildings. But the anomalous position occupied by local 
(loards continues still, they having to do onerous and national .services out 
of rates collected Avith the object, benefiting local areas and supplying 
local needs. Though all the Local and hfunicipal Acts AA'ere recast in this 
Presidency in 1919 and 1920, it Avas throughout assumed that the existing 
land tax, land cess and house tax should continue, though it was felt that 
the ultimate limit of taxation AA'as reached so far as lands AA'ere concerned. 

8. Public opinion was against the increase of any burden on land; the 
))rovision for the imposition of the railAAay cess AA-as abolished and the land 
cess AA'as fixed at 1^ annas in the rupee of animal value. To this .has to bo 
added the education cess under the Elementary Education Act. Land has 
been rated to the utmost limit and it is not possible to make moi-e exactions 
from landoAA’ners for augmenting local rovenne. 

9. The a.ssessment and collection of the proles.sion and companies taxes 
are attended Avith considcralile difficulty. The trouble and expense entailed 
in getting in the iirofession tax ai-o not commensurate Avith the addition 
Avhich they make to local revenue. Jlnro than one local board in my district 
moA'ed for the abolition of this tax and the cancellation of the notification 
authorising its levy. 

The companies tax is of little aA'ail in augmenting local rates. Co- 
operath'e societies are practically the concerns in regional areas as tho.so 
of taluk boards Avhich are taxed as companies. But in the interest of the 
co-operatiA'c moA'emeiit these societies are sought to bo exempted from 
the tax. In these areas a tax on amusements or entertaiumenis is not likely 
to bo vieAA'cd Avith favour, nor is it just to impose such a tax in a country in 
AA'hich ijeople take their pleasures sadly. Sucli amusements as are furnished 
by an acrobat, an itinerant dramatic troAApe or a conjAirer in A’illages, may 
perhaps be brought under the schedule of occupations or callings annexed 
to the Village Panchayats Act. 

10. The only source of local roA'cnuc, AA'hich ’s fairly distributed and can 
bo depended upon as a groAving one by local boards, is that denVed from 
tolls AA'hich are collected from rich and poor alike. There Avould be iio 
hardship in contiiuiing to IcA'y them in tliis proA'ince. Conflict, lioAA'eA'cr, 
arises betAA'ecn tAA'o District Boards or betAACon a Municipality and a District 
Board in the matter of the location of toll gates near the borders of tAvo 
districts or on roads entering iminicipal limits. In certain districts the 
municipality collects the tolls and giA'cs a portion to the District Board and 
in others the District Board collects and distributes the toll income. The 
difficulty arises in practice AA'hen both the local bodies entitled to levy tolls 
UJicompromisingly insist in the exercise of their lights and toll gates arc 
placed on the borders of two districts or a District Boaid and a niunici- 
liality. Thus, toll gates may be located Avithin a mile of each other and 
cause not a little iuconA'cnienco to the public. 'Ihe minimum distance bet- 
AA-eon one toll gate and another ought to be at least tAA'onty miles. 

In addition to tolls, a progressiA'e source of income is that deriA'cd from 
the fees collected on motor vehicles AA'hich jily for hire. These are noAV levied 
by each board on some standards and rates fixed by them. The District 
Municipalities Act does not contain anj' such provision though there is in- 
cluded in its poAvers that of licensing motor cars of every description. In 
practical administration, this leads to anomalies and difficulties Avhich have 
to be set right in order to make the fee or rate on motor A’ehicles plying 
for hire he of substantial help in adding to the rei'enues of local and 
municipal bodies. 
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11. It is no oxaggoration to say that the Indian nation , lives in the 
village. Village sanitation, n-ater-snpply and connnnnications are very 
jmicli neglected. If cesses arc collected from each village the villagers expect 
sot\ie benefit to reach their village. To organise village panchayats and 
empower them to levj' rates of an illusoiy uatui-e does seem to entail hard- 
ship. 

Union Boards in many cases (where there are not flourishing markets) 
are not i-aising sufficient funds in the shaije of taxes on houses or other 
property in union limits to meet the cost of establishment, lighting 
and scavenging. Many of them have to borrow from the District Boai’d. 
Taluk boards after taxing themselves to the fullest extent are not in a 
X)ositio}i to make both ends meet, so much so that taluk roads have often 
to be taken over-i-by the District Boards. 

District Boards themselves are not, even after raising the taxes and 
tolls they are empowered to levy, in a position to keep even first and second 
class roads in order. 

12. While local taxation has reached its ultimate limit, the resources 
ot local bodies are thus not adequate in any case to meet the demands of 
the services exi)ected from them. 

The framers of the Local Boards Act, in view of the obstacles besetting 
the expansion of local resources inserted in Schedule IV of the Act, the 
Ijrovision enabling the Local Government to (a) transfer annually to District 
Boards a share of the excise revenue collected in the districts and (b) make 
such other recurring and non-recurring subsidies as they think fit in aid 
of the funds of all or any of the local bodies. In Madras a surcharge upon 
the stamp duty leviable in cases of certain transfers is in-ovided for. In 
mofussil municipalities a surcharge on income-tax may be levied in lieu 
01 the tax on companies, and of the iirofession tax in respect of certain 
classes of persons liable therefor. If local revenue has to be developed 
it must be by surcharges on the excise revenue and the income-tax and nob 
by increasing the burden on land, nor by imposing a tax on professions or 
amusements. 

13. In union and municipal areas the existing anomalies in land taxa- 
tion must be removed and local bodies should be empowered to collect a 
consolidated rate on all lands situated in the union or rural limits on a 
uniform and intelligible standard, A tax collected by the Crown by virtue 
of its prerogative on a particular basis and a rate levied by statutorj' 
axithority by a local body under a different standard of taxation, while 
throwing an undue burden on the landowner, deprives the union and jnunici- 
pality of the full measure of the taxable capacity of the property within 
their limits. The value of land in union and municipal limits increases 
quickly, and these bodies must be in a position to reap the result of the 
improvements effected by them by assigning the land for terms of years and 
realizing a proper ground rent. 

14. The annual value of houses in municipal and union areas includes 
both site value and building value. Rates fall on both site and building 
values and are not imposed separately. Quinquennial revisions of the 
municipal property tax tap only so much of the \incarned increment as 
expresses itself in annual value. • The Financial Relations Committee (1920) 
in dealing with the taxation of unearned increments observed as follows : — 

"The problem bristles with in-actical difficulties, but we are convinced 
that the acceptance of a tax on unearned increment by the legislatuj'o 
and its xiractical application by local bodies depend on its being under- 
standable in theory and ivorkable without- difficultj' in practice. We can- 
not attain absolute accuracy in valuations or absolute equity as between 
individuals. We must be content with abstract jiistice.” 

The scheme set out in paragraph 182 of the Committee’s reijort 
attempts to solve the problem of taxing unearned increment. Though the 
Committee were equally divided on the question of committing themselves 
definitely to the acceptance of the scheme, they were unanimous in recom- 
jnending that tho points and proposals embodied in the scheme deserved 
to be investigated in detail. 

A duty on transfers of property assessed as provided in section 135 of 
the City Municipal Act, if imposed by union boards and mofussil munici- 
palities may. in some measure tax "unearned increments” on land within 
their jurisdiction. 




